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English Summary of Major Articles 

904MO0008A Moscow MIROVAYA EKONOMIKAT 
MEZHDUNARODNYYE OTNOSHENIYA in Russian 
No 1, Jan 90 pp 158-159 


[Text] P. Khvomik. “Impenalism: the Term and its 
Content.” The author questions whether the term 
“ympenalism™ and the corresponding notion actually 
reflect the current stage of the development of capi- 
talism. The content of this notion has undergone a 
number of profound changes due to various historical 
factors. The qualitative and quantitative differences 
seem quite obvious when one starts to compare the 
imperialism of the beginning and end of the current 
century. The author analyzes at length several of the 
main features of imperialism which reflect the relations 
between center and periphery, i. c.. export of capital, 
division of the world among the unions of capitalists and 
division of the world by the great powers. The author 
proves that most of these features have been radically 
reformed. 


In this connection he criticizes the outdated concepts, 
according to which the main source of capitalist wealth 1s 
the explortation by capitalist states of the underdevel- 
oped countnes. Although the developing countnes still 
serve as suppliers of raw materials and markets for 
industrial goods, their role 1s in no way dominant and 
their share in these shares is constantly diminishing. The 
author answers positively to the question whether capi- 
talism can do without neocolonialism and whether it can 
function without nonequivalent exchange with Third 
World countries. Moreover, he expresses the view that 
the very existence of nonequivaient exchange cannot be 
proved either by theoretical argument or by practical 
evidence. 


To define the modern stage of capitalism it is necessary 
to specify differences between the original and the con- 
temporary usage of the term “imperialism.” It is also 
essential to take into account specific historical periods 
during which this notion was formed and which were 
reflected in the Leninist theory of imperialism. New 
political thinking requires novel approaches leading to 
better understanding of the ongoing trends in the world 
and in any case the very term “imperialism” seems now 
completely inadequate to characterize the main features 
of the present stage of capitalism. 


S. Nikitin and M. Gelvanovsky. “Where Do We Stand” 
(The Soviet Economy from the Point of View of Inter- 
national Comparisons). The autoors suggest that in 
order to gain a better understanding of the main features 
of the Soviet economy it should be compared with that of 
the leading capitalist countries, primarily the United 
States. Various alternative estimates of the Soviet 
economy, which exist in the West and appear in Soviet 
economic literature differ greatly from similar number 


indices provided by official Soviet statistics. The author: 
analyze existing comparisons between the USSR and the 
USA in two major indices—national income (NI) and 
GNP. They conclude that quantitatively the estimates 
offered by the CIA appear to be well-grounded, although 
they do not take into account the better qualicy of US 
goods. Another issue discussed im the article 1s the 
official and alternative comparison of the rates of cco- 
nomic growth. The Soviet estimates are based on com- 
paring officially estimated rates of growth of national 
imcome and industrial production with similar rates of 
growth in the US. However, these indices, according to 
the authors, cannot be compared duc to compictely 
different methods of estimation. The authors specifically 
mention the works of G. Khanin, the first Sovict ccon- 
omust to offer his own estimates of the growth of Sovict 
NI during 1928-87, giving the full description of hr 
methodology. The estimates by G. Khanin have shat- 
tered the myth of a rapid growth of Soviet economy 
during the peniod of Stalin rule, showing a more favor- 
able period of growth from mid-1950s to mid-1 960s 


To give a full picture of the Soviet economic situation. 
the authors take up the issue of comparing major cco- 
nomic proportions. They suggest that the task of normal- 
1zZiNg economic proportions should be dealt with together 
with a set of short-term measures aimed at climinating 
the budget deficit and restoring the balance between 
consumption funds and incomes. 


1. Ponomareva. “Geopolitical Factors of Foreign Policy 

the Modern Vision.” In order to establish new, demo- 
cratic norms of relations between the states it 1s neces- 
sary to revise certain notions in the theory of interna- 
tional relations. One of these notions is geopolitics, the 
concept that until recently has been used im this country 
only in negative terms and was often linked to the policy 
of fascist Germany or to the “hegemonism™ of the 
United States. The author aitempts to analyze the 
meaning of geopolitics, to show the difference between 
geopolitics and political geography. The concept of geo- 
politics, which was first worked out by a well-known 
British geographer H. Mackinder, is now undergoing 
radical changes duc to the fact that the present-day world 
has entered a new phase of its development. The emer. 
gence of nuclear weapons and of nuclear parity dictates 
its own rules of conduct in relations between the states 
The time has come when the use of force should be 
excluded from foreign policy of the states, so that they 
can establish new relations based on the principle of 
common human values. The author analyzes the tradi- 
tional American interpretation of geopolitics, critical), 
assesses the views of Western scholars H. Mackinder, A 

Mahan, |. Speakman, and others. Most of these views 
reflect the bipolar approach, according to which world 
affairs are considered to be governed by a “zero-sum” 
game. 


The development of a new approach to internationa’ 
relations requires, according to the author, the revision 
of various links and commitments between the allics 








within the bloc structure. Eventually, the polstical- 
mulutary alliances will be cliuminated and the policy of 
balance of interests will replace the policy of balance of 


power 


Y. Borko and B. Orlov. “Building a ‘Common European 
Home’: Problems and Perspectives.” A year ago two 
leading Soviet scholars—cconomist Y. Borko and histo- 
nan B. Orlov exchanged their ideas in this journal on the 
issucs concerning the fate of Europe. Their article 
aroused great interest among the Soviet and foreign 
readers. In this issuc of the journal the authors continuc 
their dialogue on the problems and perspectives of 
building a “common European home.” The underlying 
idea of this concept 1s the concord of nations living mn the 
spirit of freedom, culture and pluralism. However. the 
key clement of this mechanism 1s trust. Hence, the 
delicate character of the whole idea of a “common 
European home.” The main probiem on the way to 
mutual understanding 1s to correlate the Soviet vision of 
the “home™ with that of our partners. The idea itself 1s 
novel only to the Soviet. In the West the first image of 
Europe as a Christian community confronting the values 
of European civilization and their acceptance by the 
Russian intelligentsia. They state that the existing insti- 
tutions of the European Community could serve as a 
prototype of the future common European mechanism 
At the same time, similar mechanisms do not yet exist in 
the framework of CMEA/CEMA 


The authors thoroughly analyze a number of other 
issues, including the so-called independent “European 
defense” and the barriers that still exist in the spheres of 
economy and ideology. They give their assessment of 
Yalta agreements and of the “Brezhnev doctrine,” 
judging them from the position of new political thinking 


V. Igorev. “The Process of Evolution and Coexistence of 
the Two World Systems.” The author states that in the 
process of evolution of mankind each new social forma- 
tion differs from the previous one in a higher stage of 
development of productive forces and increased indi- 
vidual freedom of those who produce maternal and 
spiritual values. Main economic, social and cultural 
achievements of cach stage become the basis for further 
development of civilization. However the Stalinist 
model of socialism did not become the next, higher stage 
as compared to the capitalist stage of evolution. The 
experience of a number of countnes which fall under the 
category of socialist countries shows that they failed to 
realize the main advantage that socialism claimed to 
give—to achieve better efficiency of productive forces 
Considering the societies that were supposed to replace 
capitalism, the author points to serious distortions of the 
socialist ideas in these societies, making them similar to 
the socioeconomic structures of certain feudal socicties 


The author suggests that the countnes with the com- 
mand system of economic management should accept 
the fundamental cconomic laws governing the develop- 
ment of civilization. It 1s also essential to liberate the 
producers economically and provide them with political 
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freedoms. The integrity of the world can be achieved 
only through necessary democratic mechanisms. In con- 
clusion, the author observes that the main obstacles to 
achieving the goal of harmonization of micrnational 
relations he not im the realm of foreign policy but mm the 
sphere of domestic policx 3 


A. Saimin. “Convergence and Strategic Stability.” In this 
articie, the author poses a question whether the present 
“coexistence” of the two world systems leads to the; 
“convergence” and whether “convergence™ in itself can 
bring about some sort of “integral world,” that 1s a world 
without wars, without serous conflicts, or perhaps even 
without state borders. Confrontation between the two 
world systems has always been accompanied by the 
development of certain structures mm cach system (in ithe 
areas of defense, administration and management, 
sometimes in the spheres of economy and state ideology) 
which would e:ther be similar «* at least would take into 
account the corresponding structures of the other side 
This process resembles a sort of biological symbiosis 
when two organisms which have to cocaist start to adapt 
to cach other. The author suggests that “convergence” 
between the two systems and “normalization of relations 
between them do not necessarily represent follow-on 
Stages cf a single process leading to some “integral 
world.” One problem is ambiguity and vagueness of the 
term “world systems,” another problem 1s duc to the fact 
that the genesis of the “world systems” and their func- 
tions in the world community represent cute different 
notions. The author shows that during the last two 
decades the bipolar mode! of relations between the two 
powers leading im political, ideological and mulitary 
spheres would come into contradiction with the overall 
character of world development. This milttary-political 
bipolarity which was formed in the postwar penod 
contradicted the nature of demographic, economic and 
technical development of the contemporary world. The 
author explains why the problem of normalizing rela- 
tions between the superpowers was closely connected to 
the question of regional conflicts, discusses the stability 
of the whole system of political and economic relations 


COPYRIGHT: Izdatelstvo TsK KPSS “Pravda”, 
“Mirovaya ckonomika 1 mezhdunarodnyye otnosh- 
eniya. 1990 


Imperialism Without Empires: A Reappraisal 


904MO0008B Moscow MIROVAYA EKONOMIKA I 
VEZHDUNARODNYYE OTNOSHENIYA nn Russian 
No 1, Jan 90 pp §-19 


[Article by Pavel Ignatyevich Khvoynik, doctor of eco- 
nomics sciences, professor, chief scientific associate, 
USSR Academy of Sciences World Economics and Inter- 
national Relations Institute: “Imperialism: The Term 
and Its Content] 


[Text] At the end of the 19th century, capitalism entered 
the new, imperialist stage of 1ts developme vt. Since that 
time, about a century has clapsed or even a little less if 
we date the birth of imperialism back to the last quarter 
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of the past century. The world has changed bevond 
recognition during this period of history and impern- 
alism as such has also undergone significant change. 
Probably the only thing that has not changed 1s the very 
term “impenalism,” which has become a popular cliche 
that is applied appropriately and inappropnatecly. Now, 
on the eve of the 21st century, the term less and less 
reflects the definition of the concept that 1 1s supposed 
to reflect and indeed the concept itself must be substan- 
tially redefined vis-a-vis its orginal meaning 


In our view the creative rethinking of the character of 
modern capitalism 1s a task that is long overdue lt 1s 
dictated by serous, in large measure, basic differencxs in 
world development compared with those that casted 
100 or even 50 years ago. The timeliness of this task 1s 
just as obvious as its complexity. Hence we shall for now 
confine our scrutiny only to those economic aspects of 
the problem that stem directly from the definition of 
modern capitalism specifically as impenalism and not 
something cise 


hh is appropriate in this connection to pose first of all two 
questions, the answers to which will largely determine 
the interpretation of the essence of imperialism im our 
day. First, to what degree do the term “impenalism”™ and 
the concept corresponding to it reflect the basic content 
of the present stage of development of capitalism” 
Second, are specifically umpevialist relations (i.¢.. mi the 
direct sense of the word—relations between the domi- 
nant center and the empire's oppressed periphery) the 
foundation of capitalism's economic development” 


V. L. Lenin's classic work “Imperialism as the Highest 
Stage of Capitalism”—which ts not only an exemplar of 
Marxist analysis of reaitty at that time, but also provides 
a key to understanding the dialectics of development of 
modern capitalism and its economic structure—is of 
fundamental importance in answering these questions. 


Genesis of the Term “Imperialism” 


While imperialism as a concept dates back to the forma- 
tion of ancient colonial empires, its content has changed 
depending on concrete historical conditions because 
“colonial policy and imperialism existed before the latest 
stage of capitalism, and even before capitalism. Rome. 
founded on slavery, pursued a colonial policy and prac- 
ticed imperialism. But ‘general’ disquisitions on imperi- 
alism, which ignore, or put into the background, the 
fundamental difference between socioeconomic forma- 
tions, inevitably turn into the most vapid banalities....”"' 


The era of colonial usurpation, in which the vast empires 
of Great Britain, Spain, and Portugal formed, led to 
imperialism (in the indicated Gefinition) on an unprec- 
edented scale. Colonial plunder and colonial trade 
accompanied the initial accumulation of capital and 
were a substantial source of the mother countries’ 
enrichment. It 1s indicative, however, that this seemingly 
most imperialist period of history was never called 
imperialism neither then nor later. Its time did not come 
until the late 19th and early 2Cth century when, as V. ; 


Lenin noted, “during the last 15 to 20 years, especially 
since the Spanish-Amencan War (1898) and the Anglo- 
Boer War (1899-1902). the coonomuc and also the pol:t- 
ical Inerature of the old and ncw world has more and 
more often adopted the term “ompcnainm to describe 


the present cra.” 


It os indecative that thes definition was arnvod at both by 
bourgeors scholars, among whom note should be taken of 
J. A. Hobson, who gave a “very good and comprehensive 
description of the princepe! specific ccomomuec and polit- 
ical features of imperialism.” and by Mararst 
researchers, especially R. Hilferdong, who made “a very 
valuable theoretical analysis of the ‘latest phase of cap- 
talist development.” Why was this specific stage in 
world history so wnanimoudy called umperalism even 
though even with the obvious cxpanson of colomalst 
empires, capitalism developed not so much through 
colonial usurpation as on the basis of the raped growth o! 
all branches of the internal cconomy of the leading 
countnes and especially industrial production” 


An exhaustive answer to this question was given by V_ | 
Lenin, who showed that the goals and essence of colomal 
policy changed with the advent of finance caprtal mm the 
monopolistic stage of capitalism. “Capitalist colonial 
policy of previous stages of capitalism is essentially 
different from the colonial policy of finance capital. The 
principal feature of the latest stage of capitalism ns ihe 
domination of monopolist associations of big employer 
s...Hence, the inevitable stivving of finance capital to 
enlarge its spheres of influence and even its actual 
territory.“ 


Conscquently, no matter how mmportant the fact of the 
expansion of colomal empires, not 1 but the change in 
the character of these empires and their role im the 
system of the world capitalist cconomy determined the 
differences between old und new imperialism The old, 
purely colonial impenaliom was replaced by the new— 
an imperialism of monopolies and finance «pital that 
became the basis of world capitalism's cconom< struc- 
ture. It was for this very reason that V. 1. Lenin enpha- 
sized that with the advent of the imperialist stige of 
capitalism. “the word imperialiom revives anew with new 
content™ 


This thesis has fundamental methodological significance 
for understanding the particularities of the modern stage 
of capitalist development. It makes us ask ourselves if 
the word imperialism today as well is not being filled 
with some new content, whether a “newer” imperialism 
has not come to take the place of what was “new” at the 
tume. Such a formulation of the question is dictated 
above all by the enormous changes that have taken place 
in the clapsed historical period in capitalism's entire 
social life, in its economy, and in the structure and 
character of world economic relations. The qualitative 
and quantitative changes are so obvious that it 1s impos- 
sible to automatically equate impenalism at the begin- 
ning and end of the present century or imperialism in the 
colonial era with imperialism without colonial empires 








Of course, 1 can be said that many features of imper- 
alism, especially the cxploitative objectives in former 
colonies, have changed little in principle. Nevertheless, i 
can be said that the five classical features of imperialism 
today as well clearly reveal the place of this special stage 
of capitalist development im history. Whether these 
features are just as sufficient as im the past or whether 
they need w be refined and supplemented for an 
exhausted description of modern capitalism, to say 
nothing of whether capitalism itself has now entered a 
new, not yet properly identified stage of development is 
another question 


Leaving aside this more general problem for the ume 
being, we shall confine our examination from the posi- 
tions of modern reality to those aspects of the traditional 
characterization of umperialiom that most concern ‘ts 
imperialist (in the literal sense of the word) aspects in the 
sphere of world economic relations. It 1s specifically in 
this sphere that the most serous changes are seen 
between the new and what we shall for the time being call 
contemporary impenalism, i. ¢., the capitalism of our 
day 


Evolution of the World Economic Characteristics of 
Imperialism 


The directly imperiulist component of imperialism is 
characterized by three of its tive basic features. As is 
known, they include the export of capital, the division of 
the world among caputalist alliances, and the division of 
the world among the great powers. There have been 
deep, occasionally cardinal changes in all these arcas 
throughout the 20th century 


Let us begin with the third feature of imperialism, 
according to which the “export of capital, unlike the 
export of commodities, acquires especially great 
importance.” Data at the beginning of the century 
entirely confirm this thesis, while showing the significant 
excess of the sum of foreign capital investments over the 
value of commodity trade. Thus, according to various 
authors, in 1910 British capital overseas totaled 3,192 
millon pounds sterling, while exports amounted to 43! 
millon. Combined British, French, and German over- 
seas capital in the same year was determined as | 45-' 50 
billion francs, while the foreign trade turnover of these 
countnes was 58 bilhon, which corresponded to exports 
of approximately 25 billion francs (exports usually 
account for a little less than half ef turnover). Thus, 
different sources yrelded the same correlation: foreign 
capital exceeded the export of commodities approxi- 
mately 6-7-fold 


An entirely different picture is seen at the present time 
In 1985 world capitalism's commodity exports were 
valued at $1728 billion’ , but the cumulative sum of 
direct foreign investments at the end of this year was 
$712.5 billion.” If we add to this the probably size of 
investment portfolios that account for about one-fourth 
of all foreign capital investments, the combined sum of 
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the latter may be evaluated at a figure on the order of $1 
trillion or almost half of the value of commodity exports 


There have also been striking changes in the geographical 
structure of capital exports. Foreign investments are now 
losing their umpenalistic character at least im the sense 
that all of them are less and less onented toward former 
colomal and present dependent countnes that formerly 
belonged to the orbit of colonial empires. Even though 
the incompleteness and methodological imperfections of 
the old statrstecs segnificantly dumunish the possibility for 
direct comparison with modern data, nevertheless even 
approximate evaluations reveal the indicated trend quite 
clearly 


Thus, calculations at the beginning of the century permit 
us to assume that by 1910 colomal and dependent 
countri.4 accounted for approximately two-thirds of the 
agercgatc foreign capital of Great Britain, Germany, and 
France. (These figures are confirmed by later calcula- 
ons indicating that in 1914 countries that were devel- 
oping countries according to today's classification 
accounted for 62.8 percent of all direct foreign invest- 
ments and in 1938—even 65.7 percent’). Such a high 
share of backward countnes was determined above all by 
the colonial structure of foreign investments of Great 
Britain, to which approximately half of the capital of the 
leading imperialist powers belonged at the beginning of 
the century. The British empire concentrated 49 percent 
of British capital, including other countries outside the 
empire—69 percent 


The situation changed dramatically after World War Il 
not only as a result of the weakening of Great Britain's 
positions and the transformation of the USA into the 
main exporter of capital, but also as a result of the 
predominant intensification of cross-flows of capital 
between the most highly developed countnes. Conse- 
quently the share of developing ccuntnes as the sphere of 
application of direct foreign investments of umperialist 
powers declined from two-thirds on the eve of World 
War Il to 32.3 percent in 1960 and 25 percent in 1985. 
(This is all the more indicative since, we recall, direct 
investments now occupy approximately 75 percent of al! 
foreign investments, whereas at the beginning of the 
century their share was less than |0 percent, but the bulk 
consisted of investment portfolios’). Thus, geographical 
structure also attests to the “deimperialization™ of cap- 
ital exports today. Even if they continue to emanate from 
what are customarily called impernalist countrnes, they 
no longer go primarily to empires past or present 


Imperialism's fourth feature—“international monopo- 
list capitalist associations which share the world among 
themselves”'' has undergone still greater qualitative 
transformation. The traditional view of the international 
monopoly, international monopoly, international caricl, 
and international alhance of capitalists stemmed, first, 
from such a feature of internationality |[mezhdunarod- 
nost}] as the amalgomation of the capital of different 
countnes and of different national origin. However the 








IPRS-LUWE-90-005 
19 June 1990 


further concentration of production and capital in accor- 
dance with objective need for increasing the optimal size 
of enterprises at the new level of scientific-technical 
progress led to the growth of economic power not so 
much of cartel-type international alliances as to the 
growth of very large concerns ard corporations acting 
independently. 


The gigantic size and dramatically increased scale of 
their international operations enable transnational cor- 
porations (TNC's}—which comprise the heart of the 
modern capitalist cconomy—to monitor the market 
even if they are not directly alleed with capitalists in 
other countries. As a result of radical changes in the 
structure of property, unlike carler multinational alli- 
ances of capitalists of different countries, today’s TNC's 
have become de facto uninational alliances. Among the 
600 leading industrial TNC's in 1985, there were only 
two (') compamies whose property belonged primarily to 
capitalists in several countnes. 


While emphasizing the uninational character of modern 
international companies, we note that the fact that the 
owners of some of their joint-stock capital live in other 
countnes does not basically alter anything because the 
dominant positions belong to capital in the country 
where the home office is located. This applies noi only to 
foreign firms in which the mother company has the 
controlling package of stocks and 1s by definition entirely 
in charge (they include approximately 90 percent of the 
foreign affiliates of American and British TNC's), but 
also to many seemingly independent firms, because “a 
foreign company usually requires considerably less than 
— ownership to control the activity of its foreign 
affihate.” 


Second, the “economic partitioning of the world 
between international trusts, the partitioning of coun- 
tries by agreement into market areas”'’ was the main 
sphere of the activity of international alliances at the 
dawn of imperialism. Cartel conspiracies were directed 
primarily toward ensuring advantageous terms of pur- 
chase of raw materials and sale of finished products, 
while production in foreign countries where [cartel] 
capital was invested played a secondary role. 


Now, however, with the internationalization of the pro- 
ductive forces, TNC's are increasingly making the tran- 
sition from operations in the distribution sphere to 
direct foreign production. Thus, while the share of the 
nonproductive sector in direct U. S. foreign invesiments 
in 1929 was 45 percent, by 1970 it had declined to 23 
percent. Particularly rapid growth of foreign production 
was seen in the "70s when the share of foreign operations 
in the leading industrial TNCs increased on the average 
(in percent): from 30 to 40 (sales); from 31° 33 (total 
assets), from 39 to 46 (employment), and from 49 to $3 
(income). 


All this shows the substantial change that has taken place 
both in the subjects of international monopolistic asso- 
cations and the sphere of their activity and in ‘he forms 


of thew interaction. Under the present oligopolrstic 
structure of the market, the dominant instrument for rs 
partitioning 1s nc longer so much the traditional ma-- 
keting or purchasing cartls as silent agreements betwee » 
TNC’s on technology. patents, production program 
sharing, and the coord:nation of price and commercial 
policy. At the same time, as many researchers noted, “i 
is, of course, impossible to cxaclude the possibility that 
conspiracies to partition markets continuc to carst, only 
im more successfully masked forms. However sere are 
many grounds for believing that the scope of such 
effective agreements has significantly diminished ~'* 


Finally, umpernalism’s fifth feature remains to be cxam- 
ined. It 1s quite obvious that i 1s gencrally mapplicabic 
to modern capitalism and has only historical signifi- 
cance. While in 1914, when colonies accounted for 56 
perceat of the carth’s entire territory, the thesis that “the 
territorial division of the carth by the largrst conpital 
powers is ended™ truly reflected 3 substantive aspect of 
imperialism, after the collapse of the cclonial system, it 
was in fact devoid of meaning. in any event, its mitial 
meaning. 


Of course, it 1s possible to speak of the military-strategic 
division of the world, of the objects and subjects of 
imperialist policy, of the existence of spheres of political 
and economic influence of the largest capitalist powers 
However these spheres largely do not comncide with the 
borders of former colonial empires and, above all, i is 
long since such influence has been based on direct 
colonial possession. Colonial partitioning without colo- 
mies today sounds just as anachronistic as impernalism 
without empires, and this term itself, when stripped of 
its “imperial” soil 1s as if suspended in mid-air 


While noting serious changes in the economic structure 
of the modern world, many clements of which no longer 
fit the framework of the features examined above, it is 
also appropriate to address certain other aspects of the 
characterization of wmpenalism that are also directly 
connected with its world economic aspects. This first oF 
all concerns the definition of imperialism as parasitr~ 
and decaying capitalism. At the beginning of the currem 
century, the transformation of certain leading powers 
into rentier states living from the exploitation of depen- 
dent countries and colonies was the main argument in 
favor of the parasitism thesis. From this 1 follows that 
“the rentier state is a state of parasitic, decaying 
capitalism.”'*® Great Britain was the most typical 
example of this. Commenting on the results of Britain's 
foreign economic activity, V. 1. Lenin emphasized that 
“the income of the rentiers is five times ereater than the 
income obtained from the foreign trade of the biggest 
“trading™ country in the world. This 1s ‘be essence of 
imperialism and imperialist paravitism.”'’ 


In this connection it will be curious to try to reproduce 
the comparison of Britain's income from foreign trade 
and from foreign investments according to R. Giffen's 
methods that were cited by J. Hobson and used im the 
work “Imperialism as the Highest Stage of Capitalism.” 








Br:tain’s income from foreign trade turnover for 1899 in 
the amount of 800 millon pounds sterling was dcter- 
mined as 18 millon based on a profit norm of 2.5 
percent compared with 90-100 millon pounds sterling 
net income from caprtal mvesied abroad. If we consider 
that 2.5 percent approximately corresponded to the 
erstwhile wmterest rates, given the current rate on the 
order of 10 percemt, Great Britain's income from foreign 
trade, which totaled $210 billion im 1985, could be 
reckoned as about $20 billion 


Actual net receipts from mterest and dividends from 
Britssh caprial invested abroad im the given year, how- 
ever, totaled $3.6 billion, i. ¢.. the pvofits from trade 
were five-plus times less rather than five tomes more as at 
the dawn of imperialism. (While, to be sure, 1 has been 
a long time since such methods were used tc calculate 
profits from foreign trade. for the “purity of the capen- 
ment™ it 1 necessary to make comparisons based -m 
uniform imitial assumopticns) 


At the same time, 1 must be noted that the absolute scale 
of profit from capital export has grown many fold since 
then and that as before it could be said that “the world 
has become divided into a handful of usurer states and a 
vast majority of debtor states,”'* with regard to the 
interrelations between the center and periphery of the 
capitalist world. However, we cannot fail to see substan- 
tual differences here as well 


Even if we consider the purely usurious nature of the 
international movement of capital, profits from the 
developing countries can no longer be the basis of 
economic prosperity. The foreign economic relations of 
the developed capitalist powers are predominantly con- 
fined to this group of nations, whereas the entire Third 
World accounts for the lesser part of thei foreign trade, 
foreign investments, and hence, the income on these 
investments. The very structure of international capital 
flows is also changing. Loan capital and investment 
portfolios are increasingly giving way to investments 
that are predominantly production-onented Uniike the 
colonial era production capital (for the most part, capital 
for industry), rather than usurious or parasitic capital, is 
becoming the principal imstrurnent of foreign economic 
expansion 


This 1s how matters stand with regard to the parasitism 
of modern capitalism. Aside from the extravagant life 
style of the moncyed elite that exceeds the limits of 
rational needs, it 1s hardly parasitism that 1s owt of the 
ordinary. lt 1s rather the kind that is generally character- 
istic of capitalism or any other caplortative system 
vis-a-vis the explonted classes. Even the gap between the 
liveng standard of those at the top and the broad strata of 
society in the leading Western countries is today clearly 
not as great as at the dawn of imperialism, as it was 
between feudal lords and serfs or between slaveowners 
and slaves 


As regards the deca; of capitalism, this clement of “4s 
characterization must specifically today be approached 
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with special caution. This applies both to general eco- 
nomic development and to technical progress. However, 
of course, as long as monopoly cxrsts, “like all monopoly 
it enpenders a tendency toward stagnation and decay™ 
since “the motive cause of technical and, consequently, 
of all other progress disappears to 3 certain extent.”’” 
However, in the light of today’s realities, even with the 
mcreased role of monopolies t 1s somewhat absurd to 
talk om carnest about the retardation of technical and 
economic progress in the leading capitalist countnes and 
especially about their lag in these areas. The facts indi- 
cate that specifically the reverse ts truc 


It % appropriate to note mm the, regard that too high a 
price now has to be paid for the reassuring belief in the 
inevitability of capitalism's decay, for the anticypaticn of 
its demise from destructive crises and from its inability 
to compete with the opposing social system. Ravishing 
criticism of the spontaneity and anarchy of market 
relations 1s replaced by the objective need to make up for 
los' tome learning by trial and error hew to make 
effective use of such a universal economic mechanism as 
the market. 


lt remams to be added that we are deliberatcly not 
addressing the first two features of impenalism in order 
to focus our attention exclusively on the world economic 
aspects of the problem. Of course, international activity 
holds substantial significance for the concentration of 
production and the evolution of monopolies, for banks 
and finance capital, and serious changes are also seen in 
all these areas. However for the logic of the present 
article, 1 1% much more important thal, even if we 
assume the total invariability of these two features or 
abstract from thew: altogether, modification of the other 
features of imperialism alone is entirely sufficient to 
conclude the inadequacy of this term under modern 
conditions 


The Third World in the Economy of Modern Capitaliom 


The stability of the term “imperialism” is im large 
measure fed by deep-rooted views of the supposedly 
extraordinarily great role played by backward countries 
in the economy of capitalist centers whose prosperity 
derives substantially if not principally from the exploi- 
tation of the dependent penphery of the world capitalist 
economy. However if such assumptions could still be 
justified at the beginning of the century by the need to 
identify characteristic features of impenalism which had 
gained momentum, they are now clearly in contradiction 
with reality 


The developing countries indisputably occupy quite an 
important place in capitalism's world economic system. 
They are the suppliers of a number of raw-material 
commodities, a market for manufactured goods, and a 
sphere of investment for the developed countries. But 
this place is by no means paramount and, most impor- 
tant, the role of the Third World in all these arcas is 
almost steadily declining 








countnes im 
miternational trade that has typified the postwar penod 
it os sufficient to say that their share in world capitalist 
exports between 1950 and 1987 declined from 33.9 to 
22.6 percent and that ther share in imports declined 

20.8 percert. The Third World's rote on the 


countries 


Sophisticated non-material-intensive branches are 
developing on the basis of the internationalization of 
production and capital in the leading countries, which 
pmmanily encourages recprocal trade between them 
rather than with the developing countries. If the consid- 
erable increase in the degree of self-sufficrency of centers 
of capitalism with respect to raw materials and agricul- 
ture 1s also taken into account, the objective condition- 
ality of the declining role of the agrarian-raw materials 
periphery in the world economy, which cannot yet be 
offset by a certain expansion of exports of manufactured 
goods from the “new industrial countries.” becomes 
clear 


Similar processes are also in progress in the international 
movement of capital. Here the traditional views of the 
developing countries as the principal direction of foreign 
economic expansion of imperialism and as the principal 
source of foreign profits also ‘ook like tribute to the past 
Thus, balance of payments statistics indicate that on the 
average between 1980 and 1987, the developing coun- 
tries paid in the form of net interest on foreign loans and 
profits to foreign investors $43 billion a year, which 
equaled only 15 percent of the developed capitalist 
countnes’ recespis 


At the same time, it should be considered that the 
current operating balance of the countnes 
showed that they transferred $43 bilhon abroad annually 
while the net influx of long-term canital w these coun- 
trics in the form of state and private loans and direct 
invosiments was $54 billion. Thus, even though this led 
to an increase in the Third World's foreign indebtedness 
with all the attendant negative consequences, it did not 
‘" any way accord with the popular opimion that the 
developing countries are the sources for financing the 
economic growth of the centers of capitalism 


Reality ts equally contradicted by another propaganda 
stereotype according to which all imperialism docs is 
“pump” raw materials and other material resources out 


of the Third World and give nothing mm return. If we take 
1986—the last year for which all comparable macrocco- 
nomac mdecators are availablic—as ar, craampic. we will 
find that the developing countnes capored $269 billhon 
worth of goods to the developed capialrst countnes and 
mmported $274 bilhon worth from them 


The following currous calculation can be cited to debunk 
the myth that mmpenalem c«rnsts almost entirely by 
cxplonting backward courcnes If we assume purcly 
hypothetscally that all umports from the developing 
countrees are directly “puraped out.” 1 ¢.. are free of 
charge (even though this 1s not the case in fact), the $269 
tilhon would be only 2.5 percent of the GNP of the 
developed capitalist countries. This mnsignificant 
amount 1s not the most mmportan! consideration here 
For the given conditional cxaampic. « «6s much morc 
important that the 2.5 peroent was jess than the actual 
growth of the GNP of the developed countries mn 1986 
which was 2.7 percent ($283 bilhor!’”’. Consequently 
merely by mncreasiong their own production (primarily by 
mcreasing thei labor productivity), the developed cap»- 
talest countries obtarn more than they import from the 
developing countries even if these wmports were alto- 
gether free 


The problem of evaluating the real place of the Third 
Worle mm the modern capitalist cconomy 1s ¢: sentially 
one of the difficult questions which m M.S. Gorbachev's 
words we must ask ourscives from the positrons of the 
new thinking. Among them. the question “can the capy- 
talist system gct along without neocolonialism which 1s 
one of the sources of its present life support system” In 
other words, can this system function without noncgurv- 
alent cachange with the Third World which os fraught 
with unpredictable consequences” ’ | 


If the situation 1s evaluated objectively, only an affirma- 
tive answer to both parts of the question 1s possi dle. Yes 
it can, tf only because as shown above, relations with the 
developing countries occupy a very modest place in the 
economic structure of centers of capitalism, among the 
sources of thei prosperity 


Of course, under the conditions of the growing economic 
imterdependence, no country can allow itself to reject the 
use of the advantages of particepating im the imiterna- 
tional division of labor But if we assume the total 
disruption of economic interaction between the center 
ard the periphery of the world caprtalest economy (which 
1s highly enlikely), even on thes hypothetical instance, the 
viability of the developed countnes would hardly be 
fundamentally undermined The developing countnes 
on the other hand would unquestionably suffer a much 
greater loss upon being deprived of their major sources 
of many industrial and food commmedities, capital, pro- 
gressive equipment and technology. management kno- 
whow, cic 


But as regards the second part of the question, an 
affirmative answer is still more obvious for the simpl: 
reason that nonequivalent cachange im international 








trade under normal commercial conditons strictly 
speakeng docs not carst at all (omstances of direct 
excluded). Without gong into the long bstory of unsuc- 
cessful attempts to scycntifically prove the carstence 
the grven phenomenon, we shall merely recall several 
arguments, cach of wlach ss entirely sufficient to refute 
the conception of nonequivaicnt cachange 


For the orthodos, the most convincing argument will 
cvecusly be the reference to the fact that nowhere m the 
claswecs of Marunsm-Lenmnism os there even mention of 
noneguivaicnt cachange between the center and 
penphery of the caprtalst world cconomy. We suggest 
that those who prefer to hase themselves or the facis that 
they prove the carster ce of different world prices on the 
same goods depending on whether they are sold to 
developed or developing countnes. No one to date has 
succeeded mm proving tha because according to the laws 
of the market, the identity of the buyer 6 a matter of 
total undifference to the seller as long as the buyer has the 
money which, as 1s known, docs not smell. By the same 
token. there are no special restrictions whatsoever on the 
sale of goods to the developing cowntnes that would 
compel them to overpay for “scarce” goods (capressing 
thes on Concepts more familiar to us) 


g 


Finally. the mam argument of advocates of nonequiva- 
lent exchange—the notonous “price scissors” calculated 
on the bases of the dynamics of “terms of trade,” i. ¢., the 
correlation between the indexes of export and import 
proes of mdividual countnes—docs not stand up to 
serous critecesm. Let us begin if only with the fact that 
the argurment for this thesis 1s based on pernods im which 
the “terms of trade” were adverse to the developing 
countnes while oppowte periods are deliberately for- 
gotten 


On the bases of a quite reoresentative cxamole of the last 
3 decades, tet ws demonstrate the vulnerability of the 
commonly employed method of arbitrarily choosing the 
period for analyzing the dynamism of prices. Thus if 
} 980 us taken as the base year, the indexes of the “terms 
of trade” of the developed capitalist countries for 1960- 
1970 rose from 117 to 122 (by 4 percent), while the 
indexes of the developing countnes declined from 45 to 
M8 (by 16 percent). For the following decade, on the 
other hand. the indicators of the first group of countries 
Gcclined from 122 to 100 (a drop of 18 percent), while 
the indicators of the second group from 38 to 
100 (an merease of 265 percent). In 1980-1988 the 
reverse picture was again seen: the “terms of trade” of 
the developed countries rose from 100 to 113 (by 13 
percent), while the “terms of trade” of the developing 
countnes declined from 100 to 71 (by 29 percent). For 
almost the entire ¥0)-year period from , 960, however, the 
indicators of the developed countnes detenorated by 3} 
percent while those of the developing countries 


improved by $8 percent 


What do these data indicate’? Not only the danger of 
arbitrarily “pulling” from a long-term number of figures 
only those that are most convement for producing the 
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Geured result and of weeng thes as 2 baw Sor calculatong 
astronomical hypothetical lowes of the dewetopirg cown- 
tes. After all, acoordeng to thes semplevtc lagec ewen the 
developed countnes themscives could present the devet- 
oping Countnes with an even steffer bell for chew lowes 
from supposedly nonmequivaicnt cachange 19 the (A 
Now, try to use the “extoronatc pree screens” to 
determine who 1s robbing whom and shen and if anyone 
1s berng robbed at all 


The most emportant pownt = that mevther the “terms of 
trade” nor the “price scussors” calcwlated on thew base 
are im any way an evidence of the carstence of alwence of 
nonequivaient exchange These indicators only reflect 
the dynamics of the correlation of foreign trade proces of 
any cowntry or group of cowntrees, 1 ¢.. wltemately the 
dynarmucs of world prices that are the same for all 
countnes. The latter, however, according to Marurst (or 
any other) politscal economy refiect the mmternatronal 
value of a good and the socially necessary, average world 
cost of sts production, the magnitude of whoch ms dcter- 
muned by the market, only by the market. and not by 
someone's mahicous intent 


Of course, monopolies can cause world prices to devise 
from mmternational value for a certian tome and to extract 
profi from their monopolistic postion m the market, 
particularly when they are opposed by partners who are 
economically weaker However even monopotisin price 
formation s ultrmately unable to repeal the universal 
laws of the market that are the bass for cachanging 
specifically equivalents even though they may comtain a 
different quentity of labor depending on its greater or 
lesser productivity compared with the average level! But 
here the market system invariably favors the more 
effective producer There 1s an overabundance of c1am- 
ples showing thal any economy (not only a market 
economy) that 1s onented toward the least effective 
producer will mevitably fas! 


Rejection of the nonequivalent cachange concept 1 by 
no Means tantamount to denying the real difficulties of 
the developing countries in the world econome sphere 
Regardiess of the equivalence of exchange cheap labor 
power and extremely mch resources om the Therd World 
remain the object of exploration by transnational! cor- 
porations and indeed the proportions of world prices 
themselves are frequently adverse to many developing 
countnes, capecially those that export raw matenals The 
backward structure of the developing countries 
economy and caports unquestionably has a negative 
impact on their status mm the system of world coonomn 
relations. But ultimately this 6 primarily a reflection of 
the enormous gap im the levels of social labor produc- 
tivity for which they have to pay. The developing coun- 
tines exchange a greater quantity of embodied labor for a 
lesser Quantity primarily because, as K. Mars mndicated, 
“the labor of a less developed country 1s evaluated as the 
labor of a higher share.’ 


That the general economic underdevelopment of these 
countries and the fact that they are forced to be orented 
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toward the caport of the least dynamac goods are a direct 
rewwh of pretonged mpcnalist 


We note m thes connection that the tome has ob sowsly 
come to openly sdmat such sources of viability of the 


delsberate myustice of umternational exchange in general 
Abstracting from the concentration of vwn efforts on the 
search for the most promrsing directions of participation 
m the world ecomomy system, such an approach gener- 
ates “husory hopes ‘or the possibilty of resolving all 
probierns by overcemeng otyective regularities of proce 
forn_ation mm imternatronal trade 


from screntific rather than propagandistic positions have 
finally come to a semilar conclusion. As shown by the 
results of a tcoent discussion, “the opinion that the 
dominant formulation of this problem in our literature 
m recent decades « moorrect. can be consdered 
unanimoes “”** 


Hew Can the Modern Stage of Capsaliom be Defined’ 


When we discus th< question of the applicatulity of the 
very word wnperiaiem to define capits\erm im our day, 
we should obviously first of all clearly differentiate 
between the onginal and modern objectives of useng this 
term From thes pout of view, we must prooerly comscer 
the uniqueness of the specific histomcal conditions under 
which the given concept formed and that were reflected 
in Lennon's theory of umperalem 


Al the beginning of the 20th century, when bitter ideo- 
lagscal struggle developed around the defin bon of umpe- 
naliem, wempenalist policy and the nvairy for the caplor- 
tatron of colonial empires were at the center of 
international retatioms and all world ecomomn« life Local 
impenalnst wars threatened to turn into a global struggle 
over the wnperialit redivision of the world, wtuch was 
ultrrmately what happened It was specifically under these 


condriions that the task of making 2 theoretecal interpre- 
tation of the tates! trends in world development. of 
Getermuining thei place in the history of caprtalism, and 
estabirshing thew connection with the world «ar Seve 
acquired special political umehiness 


Thes task was briflantly performed by V. 1. Lenin who 
revealed the wmperalest character of the war and sub- 
Mantiated the understanding of umpcnalmnm both as a 
special stage of capitalism and as the ewe of socialist 
revolution Hrs fundamental premises naturally have 
permanent significance for understanding not only erst- 
while, but also subsequent events of the entire present 
cra. It «% appropriate to emphasre that Lenin's funda- 
mental work atx © unpenalim was specifically created 
during World War i and was largely connected «ith 
derectly on the threshold of the October Revolution 


It thus appears obvious that the tack of caposng the 
imperialest character of the war and of substantiating the 
mevitability and proamuity of the coming revolution 
very naturally defined the goals and tasks of the work 
and the latter m turn defined its accents and formulas 
that should be perceived specifically in the given context 
Now, however, in the hight of cumulative historical 
cuperence, the degree to which these accents have been 
evoked by the specific needs of the polrtecal struggle of 
that penod and consequently the degree to which they 
can automaincally be applied to modern reality becomes 
especially underviandabic 


Takeng note of the almost 100th anniversary of the term 
“wmperialiem™” which ms alive and well today, we venture 
to suggest that its protracted longevity largely due to 
the one-sided. dogmatx undersvianding of the basic 
thesrs on rmpenalism as the highest stage of caprtaliem 
But, after all, “highest” docs not necessarily mean “last,” 
which cactudes further development Depending on the 
contest, “highest” may mean not final but merely a 
higher stage compared with the preceding stage This is 
strictly speaking the onentation of Lenin's statement 
that “caprtaliem only became caprialrst wempernalrem at a 
definite and very high stage of ite development.”’* ht was 
not by chance, therefore, that V_ 1. Lenin defined wmpe- 
naliem not only as the highest, but also as a special stage 
of caprialrem, which admits the possibility of some 
subsequent stage of development because even ther i 
was clear that “on the whole, caprtaliem i “rowing at an 
immeasurably faster rate than before ””* 


Such an mmterpretation does not by any means contradict 
the existence im umperaliem of features of the “epoch of 


nomic system.“’’ To be sure, contrary to expectations 
thes epoch dragged on too long Nevertheless, even under 
present conditions it 1s possible to estabirsh a tendency at 
least toward the further socialization of prodection, 
toward the socialization of many aepects m the life of 
capitalist socecty It « another matter thal certam 
unforeseen directions and forms of movement toward a 
higher system have been detected and that the wew of 








the future also chang: over me sence bustorncal dewel- 
ypment never fits preplanned scenarios entirely 


hi showld be noted that the growing madequacy of the 
very term “ompenalnm™ to denote the range of phe- 
nomena to whech « relatce os still not so very bad on a 
purely semantic plane The history of language Gevelop- 
ment knows many caampics where a word 1s retamned Dut 
1% meaning changes or a number of ocw meanings 
wiginate m additon to the old meaning Bul a also 
happens thal even a acw meaning will grow old while 
comtenunng by mera to function as something that still 
soems to be nce 


lt specifically such metamorphoses that are takong 
place with ompenalem. Impenalnst cowntres are habet- 
ually underviood to mean such large caprialist cowntroes 
as the USA, Japan, Great Britam., the Federal Republic 
of Germany, and France. This group « united by the 
stamp “leading mmpecrnalist powers.” which tacetly 
assumes the carstence of “nonleading™ wmpersalrst 
powers Thrs «s the result capecially when for the purpose 
of comparing the developing countrnes with the devel- 
oped caprtalest countrnes there 1 discusson of the Third 
World on the one hand and of smperalst powers on the 
ther 


Thus ot has become customary to automatically uvclude 
all developed capitalist countries m the group of mmpe- 
rahet powers. But what of Spam or Finland, for 
cxampic, mm such a case” After all, « os clearly still tao 
carly to cClaesfy Spam amorg the mpenalst powers m 
terms of the gencral level of economx development and 
by no stretch of the smagination can tiny Finland be 
called wumperalist even though we note that o Sas sur- 
pissed many leadeng countrnes mm per caprta moome and 
mm the structure of its caports ** 


(ne more question that appears to be of a semantic, but 
that 1s om fact of a very fundamental nature may arise 
somewhat uncapectedly mm connection with the problem 
of defining the essence of the present stage of capitalist 
development. After all. of we abandon the term “ompe 
raheem,” what 1 to become of the other stereotype: the 
‘antiaumpenalst struggle” People who cannot forgo 
wmplrstically comprehended princepies are prepared mm 
such a case to ask sternly: if there 1s no emperalem, does 
this mean there « fo anthomperialet struggle m the 
developing countries’ Thes cannot be because thes can 
never be. Moreover, the anteomperwiet struggle has 
seen written about here and vhere 


lt s difficult and ewen risky to argue with such logre 
because there are otill those who lke to use labels enstead 
of argurmnents. However « 6 not only the plurairem of 
oprmons but also promarily the realistec visson of reality 
from the standpormt of the new polrtecal thinking that 
permit ws to think, first, about the degree to which this 
vtruggic reflects the real interests of Third World peoples 
and the degree to which ut reflects the mmterests of the 
national hourgeore of the developing countnes which rs 
fighteng more powerful alien newcomers for the night to 
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cxpion the peoples of a given cowntry Scoond, given the 
growing mmterdcpendence of cowntrecs m today's world 
whether all contradictory processes on coonoma nmvairy 
should be reduced cntircly to the ante-emperalrst 
struggic” Finally, and thes 5 probably the mar thing. ss 
the ants-ompenalrst struggic on the developeng countrnes 
the struggle agamnat the wery baer of emperiaiem, « c. 
agains capitalist relations 


Of course, umpesalest tendencecs om the foreagn policy of 
the developed capitalist powers are stell quite obviows. 
whech also evokes entirely yustrfied rewstance to recus- 
rences of unperal poly But the degree to whee’ these 
processes correspond to previows weews of the ant 
mmperiainst struggic and how to define ms content m the 
present stage arc by NO means as clear Ewen of we leave 
al! such questions open. we neverihcicss agree that on any 
case the confrontatronal phrascology of the “anto- 
imperialist struggle does not fit withon the framework of 
the new political thinking and impedes the strengihenmng 
of trust on emternational cooperation Here 1 13 obviously 
necessary to find new approaches m harmony with the 
sper’ of the time both to the underviandeng of the 
processes in play and to thew defrnrtson om more realestec 
terms 


When we compare the evolution of the bass coonomec 
parameters of imperialism with their commonly 
accepted imterpretation. we mvoluntarny ask why kas 
reality been reflected to such a smal! degree in theoret ca 
thought, why wcre the brifhant discowernes of creative 
Marursm at the beginning of the century subsequently 
transformed into a mows-covered siercotype” The answer 
should be sought n the presently recognized reasons that 
were responsible for prolonged stagnation in all human- 
istic scrences, that stimulated a dagmati approach to the 
analysis of social phenomena. that transformed the very 
rich theoretical legacy of the classes of Mararem- 
Lenenism into a collection of stable Quotations that wnt! 
recently were artutrarily used Oy the current “true Lenen- 
st” to pustify his volitional decrsoms 


In thes regard, i 1s appropriate to recall the preface to the 
work “Impenalim as the Highest Stage of ( aprtalrem.” 
which was written after the February Sevolution, mm 
which the author notes “it «& painful, mm these days of 
lherty, to re-read the passages of the pamphlet which 
have been distorted, cramped, compressed m an iron 
vise on account of the censor “”” While not drawing a 
direct analogy with the time when even under the 
conditions of ferocious tsarist censorship it was possible 
10 say 6 much thal was new, we only aote thal now, m 
the days of liberty from the iron wise of the leading 
ideologues of the Zhdanov-Susiov type, i 1s all the more 
tome to make the transition to independent thenking, to 
an wnprejediced view of things. This also relates in full 
measure to the interpretation of the character of the 
modern stage of capitalism and all world development im 
genera! It 1s specifically in thes area that the potential for 
the creative application of Leninet methodology of 
analysis of impenalism to the obyective screntific inves- 
tigation of the realities of our day 16 particularly great 
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it is therefore not by chance that the need for the 
integrated interpretation of the particularities of modern 
Capitalism is attracting the growing attention of the 
scientific community. Moreover, the terminological 
aspect is if not the main, then a very important part of 
this general theoretical problem. The urgency of this 
aspect has probably been expressed most precisely by V. 
Sheynis who believes that “imperialism,” in the meaning 
that it was understood to have in Marxist literature at the 
beginning of the century (and as it is stili interpreted in 
the works of imitators) is by no means a definitive 
description of capitalism at the end of the 20th 
century.*° This formulation is very close to modern 
realities even though in our view it could also be inten- 
sified since the imperialist component is now not only 
not definitive, but in general hardly relates at all to the 
substantive characteristics of capitalism. 


In the light of the obvious inadequacy of the term 
“imperialism” to describe moder\) capitalist reality, the 
ritualistic dedication to this word, which has for a long 
time not reflected the essence of the phenomenon and 
has been detrimental to the understanding of the trends 
and perspectives of world development, looks downright 
paradoxical. If soc.al thought has come to the necessity 
for a new approach to the understanding of the social- 
ism’s values and gvals, it would appear that a fresh, 
unprejudiced view of the nature of modern capitalism 
does not threaten to undermine ideological principles. 
Not by any means. The term “imperialism” 1s proving to 
be hardly any less tenacious than imperialism itself, if it 
can be called such. This cliche 1s bad not only because it 
1s Obsolete, but primarily because it shifts accents in the 
characterization of the present stage of capitalism in the 
direction of emphasizing the confrontational aspects of 
international relations instead of stressing the regulari- 
ties of increasing interdependence in the modern world. 


And so, does it follow from all that has been said that the 
classical descriptions of imperialism are obsolete? Per- 
haps the question can be posed differently: it is not they 
that are obsolete, but imperialism itself, in any case those 
of its moribund features that corresponded to these 
criteria. New features corresponding to the realities of 
the modern era and tendencies in its development are 
being born, imperialism is also chang:ng, the entire 
world is changing. 


What is more, the world in its basic parameters— 
political, social, economic, technical, ecological—has 
fundamentally changed in comparison with the begin- 
ning of the century. The perception of the modern world 
and its future, of the paths and fate of human civilization 
is also evolving. The need arises for some new scale of 
coordinates and new units for measuring global pro- 
Cesses. 


But what to call the complex and contradictory aggregate 
of features of modern capitalism is another question that 
merits independent, more comprehensive analysis. 
Should the internationalization of production on the 


basis of the transnationalization of capital, or the adap- 
tation of state-monopoly capitalist to the growing eco- 
nomic interdependence of the modern world, or the 
further evolution of socioeconomic structures in accor- 
dance with the changing conditions of social life under 
the influence of scientific-technical progress, of the ever 
expanding potential of production and consumption, or 
some other factors be considered the most important? 


An unequivocal answer is not as yel in view (at least to 
the author of the present article), all the moreso because 
the directions examined in the evolution of imperialism 
by no means exhausi al! aspects of this problem. How- 
ever, even though we have deliberately confined our- 
selves primarily to the world economic aspects of 
modern capitalism and have acknowledged that the 
character of their interpretation is open to discussion, we 
can assume that at least one aspect of the problem is 
nevertheless qnite clear—that in any event this 1s no 
longer imperialism in either the literal or figurative sense 
of the word. This has long ago ceased to be a semantic, 
terminological problem, and has become a conceptual 
problem. It 1s this problem that must be addressed. 
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[Text] Two age-old Russian questions—who is to blame 
and what is to be done?—are heard again today. But the 
present period 1s unique in that a third question—where 
are we?—is more and more persistently a ‘ded to them. 
After all, unless this question is correctly answered it will 
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be difficult if at all possible to understand certain fiun- 
damental features of our economy that are both serious 
obstacles on the road to its reform and the most pro- 
found reasons behind negative economic processes in the 
recent period. 


In the context of the question ‘where are we?, "the Soviet 
economy is seen most clearly in the light of comparisons 
with the leading capitalist countries, especially the USA. 
Since this theme is already beginning to find reflection in 
Soviet economic literature, we shall attempt to focus 
attention on the problems that in our view have not yet 
received sufficient attention. 


USSR-USA: Official And Alternate Comparisons Of 
National Product And Income 


A certain reserve of so-called alternate assessments, that 
are frequently discrepant with analogous officiai Soviet 
economic indicators, has already been accumulated 
abroad—especially in the USA—and in part in Soviet 
economic literature. The discrepancies are occasionally 
so significant that, depending on the indicators that are 
taken as the basis for analysis, a completely different 
understanding is formed both of the present state and the 
past history of the nation’s economy. Questions there- 
fore naturally arise as to the correctness of individual 
assessments and the reasons behind discrepancies 
between them. 


Let us examine USSR-US comparisons for the two most 
general indicators: national income (NI) and gross 
national product (GNP). According to USSR Gosko- 
mstat [Siate Committee for Statistics] data, in 1987 our 
country’s NI was 64 percent of the level of the analogous 
indicator for the USA'; according to American calcula- 
tions, the USSR’s GNP in the same year was only 50.9 
percent of the USA's GNP? At first glance, the two cited 
comparisons are appreciably different from one another 
(as a result of which they are sometimes in direct 
Opposition to one another in individual Soviet publica- 
tions). However, paradoxical! as it may be, in reality the 
calculations are very close to one another or at any rate 
there is no fundamental contradiction between them. 


For clarification, it is necessary to look at the statistical 
methodology upon which both calculations are based. 


The first difference is that these calculations relate to 
different indicators. The GNP, which in international 
practice is viewed as the final product of a nation’s 
economy, incorporates in value terms all consumer 
goods and services, capital investments (all types of 
construction and equipment purchased by a nation’s 
enterprises and institutions), also added to this indicator 
is the value of change in national economic indicators 
and the foreign trade balance. NI calculated by USSR 
Goskomstat relates only to material production; it is less 
than the GNP by the volume of services and amortiza- 
tion. However, analysis shows that the differences noted 
between the two indicators, even though they are very 
significani in absolute terms, are nevertheless not the 
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reason for the discrepancy in the relative figures indi- 
cated above. To be sure, the volume of both amortiza- 
tion and services expressed in value terms in rubles is on 
the whole a more modest share in the Soviet economy 
than the share of analogous quantities in dollars in the 
U.S. economy. However, when converted into compa- 
rable currency, in the given instance—dollars—the 
Soviet service sphere appreciably increases its share. The 
primary explanation for the unique statistical paradox is 
that such branches of the Soviet service sphere as edu- 
cation and medicine, when converted to American prices 
(which in practice means that the large army of low-paid 
Soviet education and health workers is ascribed the high 
pay of similar workers in the USA), sharply increase the 
volume of the entire service sphere in the USSR in value 
terms (and the corresponding share); as a result, the 
volume of services (in dollar terms) draws appreciably 
closer to the level of the corresponding sphere in the 
USA (at the same time, even exceeding the NI of these 
two countries, determined only for material production). 


Therefore the basic reason for the described discrepancy 
in the figures 64 and 51 percent is not the difference in 
the NI and GNP indicators, but is the difference in the 
Statistical methods that are used as the basis for com- 
piling these figures. Let us discuss this question in 
greater detail. 


There are three possible methods for making such com- 
parative calculations. The first is the direct construction 
of so-called territorial indexes of physical volume. The 
correlations of production of basic goods and services 
must first of all be calculated in the two compared 
countries according to this method; the average correla- 
tion must then be calculated on their basis with the aid of 
an average arithmetically weighted formula: shares may 
be determined on the basis of the value structure of the 
commodity mass for any of the two compared countries 
(i. ¢., in our case either for the U.S. structure in dollars or 
for the Soviet structure in rubles). 


The second method is the conversion of volume in value 
terms (NI or GNP) for previously calculated territorial 
price indexes. In this case, too, there is the choice of two 
variants of price correlations (in our case, either based 
on the price structure in dollars as in the USA or on the 
basis of the price structure in rubles in the USSR). 


The third method is based on the parallel or combined 
use of the first two methods. by selecting for various 
sectors of the economy those that are must convenient 
for calculation. 


The feature that all three methods have in common is 
that they produce two different results depending on the 
choice of country whose commodity or price structure is 
made the basis of comparative ciiculations. The differ- 
ence between the two results in Soviet-American com- 
parisons is very serious: by approximately 20 points in 
favor of comparisons in U.S. dollars. Thus, according to 
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American comparison, in 1976 the Soviet Union’s GNP 
was 73.7 percent of the analogous indicator in dollars or 
49.5 percent in rubles.’ 


The very existence of the two different results is the usual 
result of such international comparisons.‘ The latter is 
explained by the substantial difference in price structure 
(or commodity structure) between the USSR and the 
USA in view of fundamental differences in price forma- 
tion patterns and structural change in the two countries 
(based on laws of the administrative-command system in 
one and of the developed market economy in the other). 
The most important distinction specifically consists in 
the fact that capital goods comprise a much larger share 
in the Soviet economy compared with the American 
economy, but they are relatively cheaper when expressed 
in rubles than in dollars; the opposite correlations is 
more characteristic of consumer goods. The existence of 
two different results in the described comparisons has 
generated attempts to arrive at some one acceptable 
result. 


One of the directions of such attempts is to use world 
prices in such calculations; however it has been neces- 
sary to abandon this path because foreign trade turnover 
does not embrace many goods and services produced in 
various countries. The second direction is the use of 
foreign currency exchange rates. But here, too, it had to 
be recognized that this path also leads to economically 
senseless results since exchange rates usually do not 
reflect price correlations in the compared countries.° 


Therefore the most common practice in foreign statistics 
is to use the geometric mean of the two results as the 
single result. 


In the light of this, let us turn once again to the 
above-cited results of Soviet-American comparisons: 64 
percent for NI and 51 percent for GNP in 1987. With 
respect to the data of USSR Goskomstat (64 percent), it 
is only known that the calculation is essentially based 
only on comparisons in dollars. 


There is a much greater wealth of information as regards 
American calculations. These calculations have long 
been made under the aegis of the U.S. Central Intelli- 
gence Agency; they are based on the calculation of GNP 
with the aid of the predetermined purchasing power of 
currencies (the dollar and the ruble in the given instance) 
for the largest possible range of goods and services. 
Because the calculations are so labor-intensive, the CIA 
organizes them once every 15-20 years. The last base 
calculation was made for 1976. The preceding calcuia- 
tion was made for 1955. The calculation for 1976 is the 
result of the work of a group of analysts in the CIA 
economic research administration that took several 
years (the result was not published until 1979). The 
Soviet and American GNP’s were compared for prin- 
cipal categories of the final product: consumption, accu- 
mulation, defense spending, government spending. 


Each of these categories was in turn broken down into 
several subgroups. Consumption, for example, included: 
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food, durable goods, nondurable goods, expenditures on 
education, health, and miscellaneous personal services. 
Ruble/dollar ratios in consumption were based on price 
comparisons for 250 goods and services. The American 
compilers’ task was facilitated by the purchase of 29 food 
and 150 other consumer goods in the USSR that enabled 
the producers of similar goods in the USA to make 
quality comparisons. 


The correlation of the pay of various categories of 
physicians and auxiliary personnel, teachers in higher 
and secondary educational institutions, and the correla- 
tion of current material costs were taken into account in 
the calculation of the parity of the ruble and dollar for 
education and health. Comparisons of accumulation 
were based on price correlations for 245 types of prod- 
ucts encompassing 2! categories of machinery and 
equipment and the estimated cost of construction 
projects in 8 categories. 


At the same time, the authors of the comparisons empha- 
sized that they had not fully succeeded in reflecting 
differences in the quality and product mix: the accessi- 
bility and diversity of services, technical characteristics 
of machinery and equipment in the USSK and USA. 


The CIA made two assessments of relative Suviet- 
American GNP’s—one in dollars, the other in rubles—as 
the basic result of its work: their geometric mean is 
periodically published. The above-cited figure of 51 
percent is such a geometric mean for 1987; taking into 
account the approximately 20-point difference between 
dollar and ruble assessments, according to the CIA's 
calculations, the correlation of Soviet-American GNP's 
in 1987 must be approximately 62 percent in dollars, i. 
e., will practically coincide with USSR Goskomstat's 
assessment for NI (64 percent). 


To be sure, it is umpossible not to notice appreciable 
differences in the dynamics of the correlations. The CIA 
presented the highest result (57-60 percent according to 
the geometric mean) for the mid-'70s; it noted the 
subsequent gradual lowering of this correlation (in 
1980—53 percent and in 1987—51 percent)®, which 
essentially attests to lower growth rates of the Soviet 
GNP compared with the analogous U. S. indicator). As 
regards USSR Goskomstat assessments, in 1975-1984 
they were 67 percent, in 1985 and 1986—-66 percent, and 
in 1987 they declined to 64 percent. 


The question arises as to the substantiation of the 
correlations (approximately 50-60 percent) submitted by 
both the CIA and Goskomstat for the GNP and NI of the 
two countries. It must be emphasized that the above- 
described CIA calculations have been subjected to quite 
intensive criticism within the country in recent years. 
Anders Aslund’s report “What is the Size of the Soviet 
National Income?,” which was prepared in 1°88 on the 
basis of the conceptualization of all preceding materials 
and which was subjected to detailed discussion, inter alia 
by the highest legislative bodies in the USA, has evoked 
a special response to date. Aslund’s report criticizes the 
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CIA’s figures for being too high in favor of the USSR and 
offers its own variant of the current correlation of the 
Soviet-Amencan GNP in the interval of 21-34 percent 
(average: 29.5 percent).’ 


First of all, a word must be said about the fundamental 
distinction between the figures proposed by Aslund and 
the CIA data he criticizes. While the latter, as we have 
seen, are the result of quite complex and painstaking 
statistical calculations, ihe former are extremely condi- 
tional, in a certain sense, purely intuitive assessments* 
based on two groups of arguments. 


First, Aslund points out that the CIA overestimated the 
quality of Soviet output or did not take the ineffective- 
ness of expenditures of material resources into account 
in this country (when the indicated expenditures arc the 
basis for comparison of the final product produced on 
their basis). He refers to materials in the American and 
Soviet press and to his own impressions of a visit to 
Moscow. But even though these materials look quite 
convincing, they are to a considerable degree concen- 
trated in the consumption sphere, they are partly emo- 
tional, and on the whole do not provide grounds for such 
precise quantitative reevaluations of CIA data that the 
author makes (even though they may of course attest to 
their imprecision to a certain degree). 


The second group of Aslund’s arguments relates to the 
comparison of certain indicators characterizing the 
country’s economic level. 


He chose the share of agriculture in national economic 
employment, the structure of personal consumption, and 
the health situation (based on data on infant mortality 
and life expectancy) as these indicators. For all the 
selected indicators, the USSR is in the group with far 
lower per capita GNP than follows from comparisons 
made by the CIA of Sovier-Amerncan GNP’s. However 
while this method of proof might work for other coun- 
tries, it is inapplicable to the USSR because of the 
extreme specifics of its socioeconomic development. 
Thus, the relatively high share of the agricultural popu- 
lation in the USSR (in addition to the backward struc- 
ture of consumption) reflects the generally known weak- 
ness of the corresponding branches; the lag in health 
indicators is the result of the extremely low priority 
assigned to the development of this spwere. 


Therefore, in our view the CIA's comparative calcuia- 
tions remain to this very day the quantitatively most 
substantiated assessments of the Soviet and American 
GNP’s (even though they obviously underestimate the 
higher quality of certain types of American products). 


In o ‘ter to obtain a more complete, integrated picture, 
we must make the transition to comparisons of rates and 


proportions. 
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USSR-USA: Official and Alcernate Comparisons of 
Growth Rates 


The comparison of Soviet-Amercan growth rates (like 
comparisons with any other capitalist country) has until 
now been one of the most neglected sectors of compar- 
ative work in the USSR. Such work has essentially boiled 
down to the comparison of officially calculated growth 
rates of national income or industrial output with similar 
rates in the USA and in other capitalist countries. At the 
same time, the obvious fact that these indicators are 
entirely incomparable owing to the fundamentally dif- 
ferent methods used im their calculation was totally 


ignored. 


Thus, in the USA (and in other leading capitalist coun- 
tries), the growth rates of gross national income’ and 
industrial output are determined on the basis of physical 
volume dynamics indicators, i. ¢., indexes that reflect 
change in the value of the corresponding indicators 
entirely without regard to price fluctuations. The statis- 
tical methodology of calculating the corresponding indi- 
cators developed over a number of decades. indicators 
calculated on «he basis of this methodology are charac- 
terized by quite 4 high degree of substantiation and 
rehability (ike the growth rates calculated on their 
basis). 


Growth rates of the gross national product are calculated 
on the basis of the deflation method which essentially 
involves dividind the GNP in current prices by a price 
index specially computed for this purpose. This index is 
called the price index deflator for GNP: the individual 
indexes characterize change in retail prices for key 
components of GNP (i. ¢., for consumer goods and 
services, state purchases of goods and services, construc- 
tion, equipment purchased by all enterprises and insti- 
tutions in a country, as well as foreign trade flows of 
goods and services, and change in national economic 
reserves). Market prices are understood to mean specif- 
ically the real prices that specific customers pay for the 
corresponding products (for example, [the prices that] 
the population pays for consumer goods and services, 
that firms producing capital investments pay for invest- 
ment goods, etc.). Therefore, the given index includes all 
existing prices, including manufacturers’ prices, whole- 
sale and retail trade prices, foreign trade prices, etc. The 
general price index (deflator), like other aggregated price 
indexes, is based on a larg. market basket [nabor] of 
goods and services that are sufficiently representative for 
the entire aggregate of the final product. 


The index of the physical volume of industrial output is 
constructed in a different way, specifically as an average 
weighted value from individual indexes reflecting the 
dynamics of individual industrial production facilities. 
Foreign statisticians now proceed from the premise that 
this index ust include all production and must not be 
limited to the market basket of certain representative 
goods (since such a method, which has proven justified 
in the construction of price indexes, leads to serious 
distortions when used in the construction of production 
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indexes because such a discernible interrelationship 1s 
not seen in the dynamics of prnces on similar products 
even im the case of products and production facilities 
that are similar to one another. Since all industrial 
production facilities cannot be depicted with the aid of 
physical output indicators under the current system, 
indirect indicators, whose changes in the opinion of 
index compilers relatively precisely reflect the dynamics 
of various production facilities, are used for a significant 
or even large part of them. Thus in .he modern index of 
U.S. industrial production, which 1s calculated monthly, 
only about 40 percent of the country’s industrial output 
is represented by physical output indicators (this 1s 
usually for production and branches with a relatively 
homogencous product), about 30 percent 1s represented 
by power consumption indicators (with an adjustment 
for change in electric power indicators per unit of 
output), approximately 20 percent—by the man-hours 
worked indicator (with an adjustment for change in 
hourly labor productivity). very limited use 1s also made 
of raw materials consumption indicators. 


For military production, the dynamics of which in the 
opinion of the index’s compilers 1s very difficult to 
measure either with the aid of physical output or through 
indirect indicators, the deflator method 1s used (i. ¢., the 
value of military output ts divided by its price indexes) 


In Soviet statistical Interature, 1 1s widely believed that 
the indirect indicators method is fraught with serous 
mistakes. However this opimion ts now out of date 
especially as regards long-term calculations. Thus, in the 
USA there ts an independent system of annual indexes 
calculated with a lag of 1-1.5 years in which product 
indicators in physical form represent approximately 70 
percent of the nation’s industrial output with the aim of 
subsequently refining current calculations of the indus- 
trial production index, this 1s followed by a correction 
with a lag of several years based on industrial census data 
on physical production data, in which deflator calcula- 
tions represent as much as 97 percent of industrial 
output. According to the compilers of the index, both 
corrections are extremely insignificant or practically 
equal to zero for the dynamics of total industrial output; 
they only lead to certain changes in the subindexes of 
individual branches and types of production. All this 
attests to a sufficient degree of accuracy inherent in 
indirect indicators in calculations of indexes of physical 
volume 


Consequently, from the standpoint of the measurement 
of growth rates, be it the GNP or industrial output, the 
statistics of the USA and other leading siatistical coun- 
tries present quite accurate indicators even though they 
are also not devoid of shortcomings (the most common 
criticism addressed to them—the insufficient consider- 
ation of changes in quality). Nevertheless the key prin- 
ciple in the construction of indexes of physical volume— 
the maximum possible elimination of the influence of 
price fluctuations—is observed quite strictly in their 
calculation 








16 


It is specifically this that is absent in calculations of 
analogous indexes in the USSR. It 1s true that Gosko- 
mstat mentions the use of so-called comparable prices in 
such calculations. But the ve7y name puts us on our 
guard: why is it specifically comparable prices and not 
constant prices as is the in’ ational practice? But of 
course the important poin: here is not this strange and 
indefinite name, but is the real content of the so-called 


comparable prices. 


There is every ground to believe that this name in many 
cases conceals either conventional current prices or 
certain arbitrary quantities in general. Otherwise, how is 
it possible to explain such a paradoxical fact that many 
value indicators expressed by Goskomstat in so-called 
comparable prices grow faster than the same indicators 
in current prices. If the calculations are ceriect, such a 
thing is only possible if current prices are lowered; 
however, since such lowering 1s not seen, the explanation 
can only be concealed in the arbitrary establishment of 
sv-called comparable prices. 


And how can there be any discussion of the total elimi- 
nation of the influence of price changes in indexes of the 
physical volume, if the USSR does not caiculate the price 
indexes that are usually used to convert value magni- 
tudes, ¢. g.. the GNP, NI, and industrial output 
expressed in current \yrices into constant prices. Here is 
an cloquent admission by a former chairman of USSR 
Goskomstat: 


“Such indicators as price indexes on consumer goods 
and services, cost of living indexes, indexes of the 
purchasing power of the ruble, and deflators that are 
widely used in the statistics of a number of counries 
have not found proper application in our country.”'” To 
be sure, indexes of the physical volume of industrial 
output in the USSR a based on gross output indicators 
calculated in value terms in constant prices of some past 
year (these prices are recorded in special price lists that 
are to be found at every industrial enterprise), however 
even in such a case, new industrial output that every year 
comprises a significant share of overall output and thai is 
as a rule characterized by the highest growth rate is also 
taken into account through current ad moreover higher 
prices. Consequently, the first maje daw of the so-called 
indexcs of physical volume calculated by official Soviet 
Statistics (and growth rates calculated on their basis) is 
that they include if not all, then a significant share of the 


inflationary growth of prices. 


Added to this is the second major flaw—the inclusion of 
a sizable (even if unknown) share of padding (there is 
nothing analogous to this flaw in Wester’. calculations of 
physical indexes. Soviet data include padding because 
these data are at the same time also information on the 
fulfillment of the plan; therefore all levels of formulation 
of these data are objectively influenced by extremely 
powerful stimuli to “embellish” them.'' 


Therefore it has long been the just conviction in the West 
that growth rates published by official Soviet statistics 
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are extremely inflated. The West has also published 
numerous alternate calculations indicating a signifi- 
cantly lower growth rate of national economic indicators 
in the USSR. Until recently, official statsstical organs 
have rebuked scholars making alternate calculations of 
concealing the methods they use to make their calcula- 
tions and of “striving for sensationalism.”'* And this, 
notwithstanding the fact that in recent decades Soviet 
economists have addressed notes to official statrst.cal 
organs and higher authorities about the clearly untoward 
situation in Soviet statistics, including the unjustifiably 
overstated character of calculated indexes of physical 
volume and the growth rates of fundamental national 
economic indicators of the USSR based on them. Ii 1s 
proposed, in particular, to calculate indexes of physical 
volume according to methodology that ts identical with 
Western methodology in order to finally arrive at a true 
picture of the dynamic development of the Soviet 
economy vis-a-vis the economy of ‘he USA and other 
leading capitalist countries. However such materials 
have evoked no response whatsoever. In the age of 
glasnost, there must inevitably be so-<alled alternate 
assessments providing a truer picture of development of 
the USSR than the official version. 


In the calculation of dynamics here, there must be 
special note of the works of G. Khanin who for the first 
time in Soviet economic literature presented his system 
of alternate assessments of the growth of Soviet national 
income for a prolonged period of history (1928-1987).'? 
G. Khanin also provided a detailed description of the 
methodology of his caiculations'* which can serve as an 
example for official publications of USSR Goskomstat. 
The methods employed by Kfanin, including the broad 
use of the electric power consumption indicator, are of 
an original'® and substantiated character and in certain 
aspects accord with leading international experience. 


Alternate assessments of the growth rates of NI calcu- 
lated by G. Khanin were for the most part positively 
received by Soviet economists and statisticians. The 
revolutionary character of these assessments and the fact 
that their advent was for the first time accompanied by 
the possibility of real scientific analysis of the real 
dynamics of the Soviet economy were essentially recog- 
nized. Instead of the fantastic growth figures of Soviet NI 
during 1929-1985 of 84-fuld (which corresponded to an 
average annual growth rate of 8.1 percent), the works of 
G. Khanin submitted realistic data (6.6-fold growth 
during the same period (3.3 percent annually).'* G. 
Khanin’s calculations debunked the myth of the rapid 
growth of the Soviet economy during the Stalin era; they 
justly fixed the decades from the mid-'50s to the mid- 
‘60s as the most favorable growth period during all the 
years of Soviet power. 


There has practically been no real criticism of G. 
Khanin’s calculations to date, 1. ¢., criticism referring to 
any facts, (not counting groundiess declarations to 
defend the uniform of USSR Goskomstat). Probably the 
only exception is criticism by Soviet statistician V. 
Adamov who also tried to refute the substance of G. 
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Khanin’s calculations. We shall cite V. Adamov's argu- 
ments word for word because their analysis will also 
enable us to clarify certain fundamental questions 
relating to comparisons. “If we accept the increase in the 
volume of national income produced between 1928 and 
1985 as 6-7-fold, then the correlation of the USA and the 
USSR with respect to this indicator would have 
remained at the 1928 level in 1985 (8-12 percent). In 
other words, national income comprising one-tenth of U. 
S. national income makes it possible to maintain parity 
of the defense potential of the USSR and USA, enor- 
mous resources are taken from it for the reconstruction 
of production and new construction, for investment in 
agriculture, etc.”"” 


Two principal incongruities can be identified in V. 
Adamov’s arguments. First, he views the possible result 
of comparison of the dynamics of Soviet and U.S. NI 
exclusively on the basis of growth rates established by G. 
Khanin. Since the growth rates of NI calculated by the 
latter for 1928-1985 are equal to similar growth rates of 
the U. S. GNP for the same period, according to G. 
Khanin the correlation of Soviet-American NI in 1928 
must truly be approximately equal to the 1985 correla- 
tion. But Adamov did not even try to ascertain what the 
corresponding correlation should be for 1985 if the 
growth rate of Soviet NI for 1928-1985 was taken as the 
basis of comparisons calculated by Goskomstat (8.1! 
percent). But such clarification is not without interest; 
on the basis of official growth rates of Soviet NI, the 
Soviet-American NI should have grown from 8-12 per- 
cent in 1928 and should have reached 150 percent in 
1985. In the same year, Soviet NI should have exceeded 
the analogous U. S. indicator 1.5-fold (even though 
Goskomstat itself cited a much smaller figure-—66 per- 
cent—for that year). 


Such comparison shows that the official growth rates of 
Soviet NI (as well as of industrial output) are so inflated 
that if they were believed, the USSR would have already 
appreciably surpassed the USA in the overall volume of 
national economic indicators. This property of official 
Soviet growth rates even had a name: “the CIA paradox” 
(the previous name assigned by USSR Goskomstat).'* 


The second questionable “ ature in Adamov's arguments 
is the use of the figure 5-12 percent as an indicator of 
Soviet-American NI correlations in 1928 (without any 
references to its origin). Such a figure presupposes that 
before World War I the correlation of the NI of tsarist 
Russia-USA was two times greater (about 29 percent) 
because in 1928 the USSR had returned to the economic 
level of 1913, while the USA practically doubled its 
national income in the period between 1913 and 1928. 


However there are very serious doubts about the sub- 
stantiation of Adamov’'s basic assessment (and the 
sources that he took as his basis): it 1s assumed that it 
substantially downgrades the share of tsarist Russia. 
Data on the correlation of the NI of tsarist Russia-USA 
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in 1913 at the level of approximately 40 percent and in 
1928 at the level of 20-27 percent are recognized as more 
accurate today.'” 


In the light of this, let us present the picture of variant 
correlations of the volume and rate of growth of Soviet- 
American NI (GNP) in 1928-1985. 





Table. Correlation of Soviet-American NI (GNP) 
Depending on Growth Rates of These Indicators 




















on 
Croeth rates required to attain giver correls 
hens 

( orretation 1928 correiation - 1928 corretation = 
in 1985 (%) 1% 20% 
25 47 35 
33 $2 40 
$5 6.2 49 
66 65 $2 











If we take the Soviet-American NI (GNP) correlation in 
1928 at 20 percent as minimally acceptable figure and if 
we at the same time take 33-55 percent as the mos’ 
realistic values of this correlation in 1985, then the 
actual average annual growth rates of Soviet NI (GNP) 
in 1928-1985 must be 4-5 percent. These rates are 
slightly higher than G. Khanin’s data which, in our view, 
represent the minimal assessment of the growth rates of 
Soviet NI; taking these prerequisites into account, we 
incline toward a 4-5 percent growth rate of Soviet NI in 
the long haul as the most realistic figure.*” From this it 
follows that the official growth rates of the USSR's 
national economic indicatcrs are roughly two times 
higher than the actual rates. 


Problems of Visproportionality and Imbalance in the 
Soviet Economy 


However, comparisons of NI and GNP and their growth 
rates do not make it possible to reveal certain unique 
features of the modern Soviet economy entirely and to 
assess its real place in the world. In order that the picture 
be sufficiently complete, we must compare the most 
important national economic proportions. 


Comparison of the key proportions characteristic of the 
Soviet economy with similar proportions in the USA 
suggests that owr country’s structure is unique. The 
reference is first of all to the key national cconomic 
proportions of reproduction—the accumulation norm in 
NI (GNP), the correlation of the two departments of 
social production (producer goods and consumer goods 
production). With the establishment of the command. 
directive system at the beginning of the ‘30s, the eco- 
nomic development of the USSR was primarily in the 
form of the growth of producer goods production. Even 
though 4-5 percent average annual growth of the Soviet 
NI and GNP over the long haul is quite a good rate, it 
unfortunately conceals the extremely onesided develop- 
ment of the nation’s economy—on the one hand, the 








their outright stagnation or the decline of their output 
(this includes above all agriculture, exhausted by contin- 
vous unjustified experiments, as well as the food 
industry and light industry).?' Such development was 
based on the false notion that economic and military 
might had to be attained at any price (primarily at the 
price of extensive development), in the sphere of official 
political economy, it was (and continues to be) justified 
by the theory of the existence of the so-~<alled law of 


practical ecrroncousness of which has long ago been 
revealed in Soviet economic literature”’, but which has 
not found any intelligent response or reflection in official 
political economy, especially that which 1s expressed in 
textbooks. 


As a result of prolonged disproportionate development. 
the Soviet cconomy has acquired unique features un. ike 
any other country in the world. But official Soviet 
statistics continue to conceal this fact (like many other 
things). Thus according to official Soviet statistical data, 
for decades accumulation in the USSR has absorbed 
about one-fourth of the country’s national income, the 
share of Group ‘A’, 1. ¢., the production of producer 
goods is about 75 percent in industry. Both figures 
correspond to international practice and should evoke 
no special concern whatsoever (naturally assuming that 
we do not focus attention on dynamics. Thus, for 
example, Group ‘A’ comprised 39.5 percent of all indus- 
trial production in 1928; 61.0 percent in 1940, and 72.5 
percent in 1960). 


Such “comforting” proportions resulted in particular 
from the fact that in the USSR, compared with the 
leading capitalist countries, the pr’ces of producer goods 
(including investment goods) are relatively lower than 
the prices of consumer goods (since the latter contain 
turnover tax and certain other surcharges that have no 
counterpart in the West). Hence one way of obtaining a 
more realistic picture of proportions is to make compar- 
ative calculations for both producer goods and consumer 


goods. 


This approach reveals that about half of the USSR's NI 
(compared with 15-25 percent in the leading capitalist 
countries) goes into accumulation. But if we take the 
GNP, the USSR directs at least 50 percent of its final 
product into productive capital investments and arma- 
ments compared with a maximum 25-30 percent in the 
leading capitalist couatnes. In the USSR's industrial 
production, Group ‘A’ comprises at least 85 percent 
(compared with 55-65 percent in the leading capitalist 
countries, their highest share—75 percent—was 
recorded in the mid-"70s in Japan, but this share has now 
declined to 65 percent. 


Disproportionality in the Soviet economy 1s exacerbated 
in two more important directions: (a) in the increasingly 
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insufficient volume of agricultural production, notwith- 
standing cnormous investments in this branch (up to 30 
percent of the capital investments in the national 
cconomy have gone to Soviet agriculture for a long tim: 
compared with 5-7 percent in the USA, for example). (b) 
in gigantomania in the construction of enterprises in 
practically all branches of the economy with extremely 
little attention being paid to small and even medium-size 
enterprises even though world practice has indisputably 
proven their high cffectiveness (in many branches, it ts 
appreciably higher than at large enterprises). 


It would be possible to cite numerous branch and pro- 
duction data clearly illustrating the above-described dis- 
proportionality of the Sovie? economy. Let is limit 
ourselves to a few examples. In the USSK the light and 
food-and-gustatory [pischevkusovaya] produce less than 
10 percent of industry's total output; in the USA—25-30 
percent (to say nothing of the qualitative difference of 
the product itself). In the USA, as much as one-fourth of 
all national economic capital investments have continu- 
ously been channeled into housing construction not only 
in the 20th but also in the 19th century (with the 
eaception of periods of major wars). in the USSR in the 
best years—10-15 percent. The service sphere, including 
social services, is also insufficiently developed in the 
USSR compared with the leading capitalist countries. 


And, it is important to emphasize, the predominance of 
heavy industry, which produces producer goods, in the 
Soviel economy is by no means an evidence of the 
country’s high scientific-technical level. It 1s character- 
istic that in all sectors of the Soviet economy—in heavy 
industry, in light industry, and in the service sphere—the 
development of production facilities and branches most 
closely connected with the modern stage of scientific- 
technical progress 1s extremely weak (with the exception 
of a number of defense branches) and in some cases 1s 
simply in an embryonic state 


The predominance of the “production for production” 
sector in the Soviet economy confers the nght to define 
it as a “cannibalistic economy.”** 


This says a great deal. In answering the question of wivere 
we are today, in the present situation we can no longer 
confine ourselves to the clarification of a certain figure 
denoting the relative value of national product produced 
or consumed—the calculation will almost always be 
imprecise because it will lag by several years, and this 1s 
no small amount of time given the dynamism of modern 
ife. This ~westion 1s answered by the description of the 
economic system that gives the country a certain place in 
the world. 


With a “cannibalistic cconomy,” the country 1s doomed 
to degradation and extincuion and if the cannibalistic 
process is not halted, no manner of comforting calcula- 
tions will help. This is incidentally attested to by the 
events of recent years 


The existing disproportions are at the present time also a 
powerful obstacle to positive change im the Soviet 
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economy, the major reason behind its extreme imbal- 
ance and its susceptibility to inflationary processes that 
quickly destroy sluggish cconomuc structures and the 
entire structure of economic lie that has fo:med over 
more than 60 years 


It 1s a simple paticrn since the consumption fund that is 
used to satisfy effective demand 1s 25-30 percent of the 
Soviet GNP (compared with 60-65 percent in the devel- 
oped capitalist countries) since relatively balanced eco- 
nomic development objectively requires the strict 
resinction of effective demand primarily by restricting 
the growth of wages—the basic income of the majority of 
the population. It was for this very reason that the Sovict 
economy long operated according to the principle that 
wage increases must be lower than the growth of labor 
productivity. As a consequence of the latter, the share of 
wages in Soviet NI 1s presently a small share tha’ 1s 
without precedent (about one-third compared with two- 
thirds of NI in the developed capitalist countnes). 


However, methods to restrict the absolute mass of 
money income, especially wages, by themselves could 
not ensure the sufficient balance of this mass with its 
narrow (and increasingly narrowing over time) share of 
consumer goods production (among other reasons 
because the system of mandatory planning and distribu- 
tion 1s by its very nature unable to ensure the precise 
balancing of needs with the available commodity mass). 
Therefore a unique mechanism for “suctioning” super- 
flucas money from circulation was created and has 
functioned quite successfully with the aim of restricting 
absolute and relative imbalances between moncy 
incomes and consumer goods. The system of price for- 
mation for consumer goods, including an enormous 
quantity of so-called turnover tax, and the accumulation 
of savings in savings accounts (today's savings bank), 
were its most important elements. Turnover tax, 
ensuring that the prices of goods far exceed their produc- 
tion costs, directs part of the superfluous demand for 
moncy into the revenue portion of the state budget. The 
wine and vodka trade and the sale of imported consumer 
goods played an especially important role in the “siphon- 
ing” mechanism of turnover tax. Savings banks have 
successfully accumulated growing cash savings that are 
to a considerable degree not backed by goods and are 
therefore of a forced nature 


The described balancing mechanism has been directly 
reflected in the state budget. The enormous volume of 
capital investments in heavy industry in addition to 
military spending comprised a prominent part of budget 
expenditures, while turnover tax together with the mon- 
etary resources of savings banks cach contributed to 


budget revenues 


Notwithstanding the functioning of the described mech- 
anism, moderate inflation as a reflection of the excess of 
monetary demand over the supply of goods and services 
(at the given price level) has long been in evidence in the 
Soviet economy both in the form of shortages in certain 


commodity groups and the continuous growth of retail 
proces (about 3-4 percent on ihe average) 


But the especially menacing nature of mnflateon 1s seen of 
late. Scarcity 1s now universal. Even goods that were 
previously abundant in the warchouses are now scarce 
Retail pnces have msen appreciably (according to V 
Selyunin’s estimate, to 14 percent in 1988°* ). An enor- 
mous state budget deficit has developed 


Such a rapid decline in financial stability in the USSR 
stemmed, first, from the fact that there was essentially no 
movement in the direction of at least reducing unigucly 
dangerous disproportionality im the Soviet economy 
(and without this movement. all other measures to 
improve the economic situation are in our view doomed 
to fail), expenditures nurturing this disproportionality 
have continued to grow in the state budgct. Thus. back in 
1988 24.2 billion rubles’ worth of major construction 
projects primarily in the sphere of water projects were 
mothbalied. but new projects valued at $9.1 tbilhon 
rubles were begun in the same year.” 


Second, there was dramatic disruption of the above- 
described balancing between moncy incomes and the 
already small consumption fund. On the one hand, the 
“siphoning” mechanism malfunctioned as a result of 
reduced turnover tax revenucs duc to the declining sales 
of wine and vodka and the decline in imports of con- 
sumer goods. On the other hand, there was an cacessive 
mecrease in the population's moncy mcomes and enter- 
prise khozraschet funds, that 1s. an increase nol con- 
nected with the growth of the commodity mass (as a 
result of the actual abolition of the principle of the 
relatively more rapid growth of labor productivity com- 
pared with the growth of wages). There was a paralic! 
decline in the production of a number of mmportant 
consumer goods. *” Also added to this was the influence 
of other factors—the emergence of new channels for 
converting noncash moncy into cash moncy., the periodic 
emergence of the process of “flight from money” (the use 
of cash savings everywhere posible to purchase all! 
material assets), the increasing importation of consumer 
goods from abroad, the sluggrshness of the admunistra- 
tive apparatus in solving individual problems of bal- 
ancing supply and demand, inter alia, as a result of 
endless, senseless reorganizations, etc 


Therefore the real financial normalization of our 
economy must be onented not only toward the complies 
of short-term measures to climinate the state budget 
deficit and to restore the balance between the consump- 
tion fund and moncy incomes (even though that is 
necessary), but also as a long-icrm goal and for the 
normalization of national economic proportions. Only 
in such a case is it possible to sever the deep roots of the 
danger of inflation in the nation and to clear the path for 
economic progress. In order to carry out this task, we 
should first of all curb and rationalize the capenditure 
part of the state budget that 1s at the same tome the basic 
cause of its deficit and the source that nurtures the 
continuing disproportionality of the Sovect economy 








One of the decisive directions of the indicated restrur- 
turing ts the reduction of productive capital investments 
primarily at the expense of gigantic Construction projects 
in heavy industry, especially the ecologically harmful 
projects. The reduced volume of productive capital 
investments must be directed both toward the creation 
of small and medium-size enterprises with a high scocn- 
ufic-technical level as well as toward the further intensi- 
fication of the modernization and reconstruction of 
already existing enterprises. At the same time, priority 
must be given to the production of consumer goods as 
well as to housing and social construction. 


The second key direction of rationalization of the expen- 
diture part of the budget is the curtailment of arms 
production (and of other military expenditures) with the 
reonentation of a number of corresponding enterpnses 
toward the civilian production of consumer foods. 


The third most important and most difficult-to-realize 
direction in the rationalization of the expenditure part of 
the budget is the elimination of the pathological irratio- 
nality of investments in agriculture (enormous invest- 
ments with the total absence of any kind of positive 
change in this branch and occasionally with negative 
results as well). It ws also necessary to orent capital 
investments in agriculture toward the decisive support of 
forms of management with which mismanagement and 
low effectiveness are incompatible (without any kind of 
ideological barners on this road). 


1 would like to emphasize the enormous difficulties that 
exist in the resolution of these problems. It is not enough 
to merely curtail or alter the usual direction of state 
spending. There is a need for ficxible and effective social 
policy connected with the relocation and retraining of 
released manpower. 


It is also essential to make a fundamental break with the 
decades-old mechanism of economic discrimination 
against spheres and production facilities that are ori- 
ented toward the direct satisfaction f the people's 
needs 


In our view, these problems can only be solved with he 
aid of purposeful and quite strict state policy. Other 
measures are also needed: the preservation of the neces- 
sary volume of consumer goods imports; the organiza- 
tion of a more flexible state debt mechanism; the use of 
strict financial and monetary oversight measures in the 
event of necessity, well-conceived measures to restrict 
the emission of paper money; the struggle against + a‘ious 
monopolistic elements in production, in the market, 
ctc. The final thing that it is important to emphasize: it is 
time to understand the significance that anti-inflationary 
policy holds for the country’s long-term development, 
inter alia within the framework of the new economic 
mechanism proposed in our country. On the whole—and 
this is confirmed by the practice of socialist countries 
and now by our practice as well—the expansion of 
market relations in the cconomy and the increased 
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independence of economic units (enterprises and associ- 
ations) connected therewith must m addition to other 
things also be oriented toward the development of a 
complex of measures that do not permit the corre- 
sponding economic units to use their monopolistic posi- 
tion, which is moreover intensified by the scarcity of 
goods, to use their independence to rane prices on 
outpul as an casicr way of “improving” their cconomic 
and financial indicators 


The goal of anti-inflationary policy is not a total price 
“freeze” (this is impossible and harmful), but is to 
control inflation and prevent its dangerous rampage. 
What 1s more, within the framework of anti-inflationary 
policy today there is a demand for an entire complex, for 
the combination of various economic and admunittra- 
tive measures to the degree to which these elements are 
combined in the economic organization of the country 
that 1s going through the very difficult transitional penod 
of reform. 


But all the same, where are we?—asks the attentive 
reader. It is very tempting to give an unequivocal answer 
to this question indicating our third or fourth place in 
the world in the production of the national product and 
our 40th or 50th place in the level of per capita consump- 
tion. But we are afraid of confusing our reader in this 
way since our real place in the world today must be 
connected not so much with these figures as with our 
ability to find a speedy solution to our most complex 
problems. Events are developing too fast and in the eddy 
of these events we cither preserve and multiply the 
enormous potential tha: nature gave us or, after squan- 
dering everything we had, we will become a crumbling 
clay colossus that is entirely indifferent to the place its 
fragments occupy in a rapidly developing world 
economy 


|. NI in 1987 (according to USSR Goskomstat method- 
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26. It is specifically such facts that have become the basic 
reason behind the scarcity of many consumer goods im 
1987-1989. The most vivid cxample is soap and deter- 
gents. No matter how we try to suggest to the population 
that it has itself to blame for the scarcity of these goods 
(by surrendering to unhealthy agiotage), 1 ultimately 
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turned out that the basic cause of scarcity 1s the appre- 
ciable reduction of production (sec, for cxamp-tec. 
ARGUMENTY I FAKTY, No 3, 1989. p 5. 6) 


COPYRIGHT: Izdatelstvo TsK KPSS “Pravda”. 
“Murovaya ckonomika 1: mezhdunarodnyye otnosh- 
entya™. 1990 


ee ee ee 


904MO00BD Moscow MIROVAYA EKONOMIKA I 
MEZHDUNARODNYYE OTNOSHENIYA in Russian 
No 1, Jan 90 pp 35-48 


[Article by Inna Borisowna Ponomareva, candidate of 
historical sciences, assistant professor, Moscow State 
Institute of International Relations, USSR Ministry of 
Foreign Affairs} 


[Text] Contemporary scientific thought is facing many 
complex problems of world development that require the 
forecasting and actual organization of international rela- 


tions in the 21st century. 


The 20th century that burst so swiftly into the relatively 
measured life of people brought such rapid and unex- 
pected changes in science, technology, culture, and all 
social life that many of their consequences are still not 
clear even today. 


In the present stage of world development, philosophy 
that is based on the priority of the human factor, on the 
imperative of cooperation and dialoguc, 1s advanced to 
the forefront in international relations. The speech by M. 
S. Gorbachev to the UN on 3 December 1988 empha- 
sized in particular that “future world progress is now 
possible only through the search for general human 
consensus in the movement toward a new world order.” 


Such a category as the balance of interests which, upon 
acquiring a new quality makes it possible to ascend to a 
new level in the resolution of international problems, is 
being actively introduced into political theory and prac- 
tice. 


On the Essence and Definition of Geopolitics 


The new approaches also compel us to reexamine a 
number of concepts in the theory of international rela- 
tions in order to affirm democratic norms common to all 
menkind in the behavior of nations. 


Among them, | would like to single out such a concept as 
geopolitics. Soviet political scence until recently has 
either completely ignored this concept or cise has used it 
exclusively in a negative sense and has usually connected 
it with the policy of fascist Germany and U.S. hegemon- 
ism. These views have survived to this very day. If the 
term 1s used, it 1s usually used to criticize it 


Western political thought offers quite a number of dif- 
ferent imprecise and vague definitions of geopolitics 
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such as the definition that geopolitics “1s understood to 
mean the combined study of geography, man, and polm- 
ical science." 


The explanation for the lack of consensus on the defini- 
tion of geopolitics is that American scholars concerned 
with this branch of science did not set themscives the 
goal of designing the methodological principles of a 
scientific discipline, but simply applied knowledge and 
methods to determine the disposition of polstecal forces 
in the world. The fact of the matter is that geopolitics, 
being an apphed discipline, requires addressing ques- 
tions relating to all manner of spheres of human activity, 
Starting with economics and ending with law, socology, 
ctc. Consequently, the different definitions stem from 
difference ins basic concepts, goals, and aspirations. 


Every country has its own goals and its own interests 
which are often at odds with the goals and interests of 
other countnes. The science of international relations is 
directed toward the solution of concrete practical tasks, 
and the high level of theoretical generalizations cannot 


always help in every specific instance. 


The investigation of political processes is directly con- 
nected to the territory in which they take place and any 
generalization must be connected to something specific. 
Hence, regional directions or what we call 

When analyzing the correlation of forces in the world 
arena, we usually consider correlations between political 
units of power or objects of international relations. Since 
these political units are determined by the territory and 
since relations between them are conditional inter alia 
on spatial relations, geography plays a very substantial 
role here. 


Half a century ago H. Mackinder, the well-known British 
geographer, the need to analyze and forecast 
the worldwide distribution of forces, which can be con- 
sidered a major contribution of contemporary geography 
to the study of the world political situation. The concept 
of geopolitics, which was developed by H. Mackinder 
and other scientists, still exerts a major influence on the 
investigation of problems of the World Ocean, on the 
definition of national power, and others. Regional direc- 
tions in U. S. foreign policy, in particular, Asian-Pacific, 
Atlantic, Mediterranean, Near Eastern, etc., have been 
developed with particular intensity at the theoretical 
level. 


The investigation of one or another region usually 
includes many geographical, geostrategic, sociopolitical, 
military, demographic, economic, and other data. All 
these heterogeneous factors of national power are sys- 
tematized in accordance with the criteria for evaluating 
the correlation of forces in a region or in the world in 
general. Therein consists the unique, synthesizing role of 
the geopolitical approach. 


It was specifically who proncered research 
on political forces from the standpoint of spatial rela- 
tions and the strategic location of countries and the 
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geography is usually defined as the scrence of 
terntonal disposstion of political forces within a certamn 


raphy 1s a socio-geographical 

laws of formation and development of the political and 
terrntonal organization of society that 1s ultermately deter- 
mined by the entire compiles of socioeconomic rela- 


World War 1. It was connected with Germany's aggres- 
sion against other countries in the struggle for the 
redivision of the world and Lebensraum (according to 
the capression of F. Ratzel, another founder of 
geopolitics)‘ Since that ume any manifestation of 
aggressive aspirations directed toward cxapanding geo- 

space beyond the iimits of a given country has 

been defined by the word “geopolitics” and 
has had a negative meaning. 


However, this has never before been the cachusive sense 
of geopolitics and is even less so now if only because it is 
significantly broader in meaning and deeper in content 
Geopolitis studies the entire spectrum of foreign polit. 
ical relations between countnes because practically every 
political solution 1s expressed in spatial terms ° 


The spat onentation of the state among 
those resembling it and the historical, traditional style 
and methods of its behavior in the international arena 
always stem from objectively existing factors, which also 
reflects its geopolitical prorities. Geographical location 
is a primary stable factor. The state has defined its policy 


om the world on thes bees Thess, Great Bretam's orenta- 
thon @as promarnly toward the sca (the comstant presence 
of a mughty fleet), whale «6 esland states created the 


povsstyilrty for developeng and pursenng the “balance of 


outcome by taking the sade of the weaker natson 


From its very mnoeption, the LSA based ots forcigen policy 
on ts geograpiecal location and ms advantages its 
remoteness from the center of Europe .nabied a to 
develop relatively wndependently, rapedly and cficc- 
trvely, oneteally at a destance from wars and the struggic 
for the divison and redivimon of the world The cant- 
ence of vasi cxpanses of oceans determined rts predom- 
mant melrtary orgamzational development and the g¢ #- 
cral onentation of as multary poly. Hence there os 
nothing surprising om the fact that the Pacific and 
Atlant oceans are the arena for the LS. Nawy just as 
the largest land power m the world—the USSR—has 
historically priomarnity concerned rsclf with the develop- 
ment of a grownd army 


In the words of the chuef of #77 of the US. Army. the 
geostraegye location of the USSR permits os armed 
forces in Europe, Asia. and the Middle East to operate 
under very favorable conditions “without getting ther 
feet wet,” wheress the activity of the Western countries 
and them defensive capabulrty can be sec ured only of they 
maintain stable sea communications” Thi i specifi- 
cally the subject of constant discussion 


The world continues to be divided imto maritime and 
landlocked countries regardless of the ecxanmtence of 
modern arms And im my view, o ts by nO means 
necessary for owr cowntry or any other landlockped 
power to strive for naval development on a par with the 
USA or anyone else. It 1s sufficient to have naval forces 
necessary for the defense of its shores that are adequate 
to ts spatial-geographical location and to its conception 
of the organizational development of its armed forces 
The ge«cral direction of military doctrine must obvi- 
ously be based on the .ame considerations, must above 
all reflect the otyectrve correlation of forces mm the world, 
must above al! reflect the objective correlation of forces 
im the world, must strictly correspond to the aation'’s 
econom potential, and therefore must not try to 
embrace all types of armed forces 


The present age introduces much that = new to the 
concept of geopolitics. However the discussion of the 
struggle for “Lebensraum.” for the capansion or revision 
of national boundaries by force, 1. ¢., of that with which 
geopolitics 1s historically connected, 1s no Jonger timely 
today. The point is not only that boundaries are fixed by 
international law—this 1s not new—but that the world 
has entered a qualitatively different phase of develop 
ment that 1s fundamentally different from the previcus 
stage 


The carstence of weapons of enormous destructive force 
dictates its own rules of conduct. Nuclear parity has 
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Atlantic and Asian directsons in their foreign policy. 


On the whole the pount 1s that geopolitics interfaces with 
many scsentific directions and that this term iteclf as a 
screntific definition docs ut always reflect the entire 
plurality of levels and complexity of the phenomena 
studied by «. It would therefore probably be feasible to 
thonk about a new concept thai 1s all-embracing and that 
corresponds to all basic critena without demonstrating a 
bias toward one or another field of knowledge. lt can be 
“political analysis” or, let us say, “systems research of 
international processes.” But if we leave the term “geo- 
politics” as a screntific definition, we should evidently 
speak about its new imterpretatior and its new content 
that would dissociate itself from it) traditional interpre- 
tation both at the conceptual level and at the practical 
political level 


Geopolu cs (or some other term) is an aggregate of the 
new understanding of both the theory and practice of the 
foreign policy of nations that is based on the reciprocal 
coordmmation of the geographical factor, national inter- 
ests, politecal and economic priorities, on the exclusion 
of the power approach, on the regulation of political 
processes and eventual international crises by mmterna- 
tonal law 


The practical embodiment of the new political thinking 
and the perestroyka that is taking place in the USSR 
have made 11 possible to look at geopolitics in a new way. 
Accordingly, let us turn to the definition of geopolitics in 
Soviet science. In the reference dictionary Chto yest chto 
» murovoy politike [What's What in World Politics), 
published in 1987, we read: “Geopolitics is one of the 
directions of Western political thought that is based on 
th: extreme exaggeration of the influence of the physico- 
geographical condinons of a country on its external end 


vide the wor'd, to dominate other countnes and peopics 
all the way up to world domination. Geopolstics 5 called 
upon to prove the ‘necvssity’ and ‘naturalness’ of umpe- 
nahsm's foreign political expansson ~” Similar defins- 
tions can be found im practically all reference works 
published in our country 


American Geopolitics 


Such an interpretation of geopolitics was unquestionably 
respect to postwar U.S. capansonist 
Where 


World War Il. 


geopolitical orientation of U. S. policy 
many factors, 1 1s nevertheless invanably 
onented toward securing a preferred position im a given 
region (and of course in the world as a whole) and, as a 
rule, 1s reinforced by pressure, sometimes including the 
direct use of force (in Vietnam. for cxampic) 


It can thus be said that the American interpretation of 
geopolitics is of a forceful nature and is connected with 
the attainment of U. S. supremacy im the world arena 
However, it 1s also necessary to consider the fact that the 
geopolitical orientation of any country, especially the 
USA, was complicated in the postwar period by the 
bipolar confrontation of the two systems 


Nurrerous Amencan authors, theoretically substant)- 


According to the views of H. Mackinder, A. Mahan. and 
1. Speakman, the Eurasian continent is the World Island 
At its center ss the Heartland Rusria—the dominant 
power in the Heartland—occupies a “central strategic 
position” within the framework of Mackinder’s “central 
strategic position.” It 1s opposed by countries based on 
sea power, some of which comprise the Inner Crescent of 
the World island: Germany, Austria, Turkey, India. 
China, while others comprise its Outer Crescent: Britam, 
South Africa, Australia, the USA, Canada, and Japan 
(The lnner and Outer crescents, in the form of two 
concentric semicircles, surround the European center) 
Their attempts to penetrate the Heartland ha: ¢ proven 
futile for histoncal and geographical reasons 
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H. Mackinder believed that the power that dominates 
the Heartland possesses a large number of significant 
geopolitical advantages. He therefore adduced the fol- 
lowing: “Whoever controls Eastern Europe dominates 
the Heartland. Whoever rules the Hearland dominates 
the Worid Island. Whoever rules the World Island dom- 
inates the world.” 


H. Mackinder believed that Russia in the future would 
begin to exert “pressure” on countries of the Inner 
Crescent, in particular on Western Europe. The 
“restraining counterpressure” of countries belonging to 
the Inner Crescent was supposed to oppose this pressure. 
They could hope for success only if they organized the 
appropriate relations with countries of the Outer Cres- 
cent. The most acceptable form of such an alliance is the 
creation of “Amero-Europe” (this Mackinderian term 
concealed the American-West European union that 
today's politicians call the “Atlantic Community”). 


On initial acquaintance with the works of these authors, 
one is struck by their dualistic perception of the world. 
The world process is viewed as the constant confronta- 
tion of two oppositely directed forces: sea and land (the 
USA and the USSR according to Mackinder) or capi- 
talism and socialism (according to the American political 
scientists of today). It can be assumed that geopolitics 
here serves as a means of bolstering fai:h that postulates 
the general character of dualism which permeates even 
the stones of the planet. It is a reliable basis for the 
ideology of confrontation. 


It must be said that America’s traditional views of its 
role in world affairs have been characterized by “value 
dichotomism” or the “black-and-white” division of all 
forces in the world arena into forces of “good” and 
“evil.”* This was a definite prerequisite for the recep- 
tiveness of American politicians and scholars to geopo- 
litical conceptions. Incidentally, as a result of the syn- 
thesis of geopolitical views and American traditionalist 
views, the Mackinderian schema of dual confrontation 
has acquired a clearly expressed value coloring. 


Using its transoceanic position, which at that time was 
unassailable by any type of arms, the USA decided to 
baptize the world in the American faith in the 20th 
century. J. Fairgrieve, well-known British geopolitician, 
wrote in 1941: “the USA can become the bulwark of 
ocean might and play the part that was formerly played 
by Britain. Separated, even though not by much, by 
oceanic expanses from the direct action of stratagems of 
the Old World and possessing might, the USA can lay 
claim to the function of arbiter in world disputes.”'° 


Direct kinship with geopolitics is also revealed by the 
American doctrine of the “balance of power” with its 
demand to prevent any one major power from exerting a 
dominant influence in Europe. The particular features of 
the geographical position of the USA require that it 
control the world’s sea lanes in order to dominate—such 
is the point of view of Admiral A. Mahan, one of the 


founders of the American school of geopolitics. U. S. 
foreign policy in the 20th century is the practical embod- 
iment of these conclusions. 


Geopolitics is based on objective realities that are inde- 
pendent of man. They are above all the geographical 
factor. the length of borders; the ‘ocation and spatial 
length of one country vis-a-vis another, access to the sea; 
population; topography; the part of the world to which a 
country belongs; a country’s island status; existence of 
natural resources, etc. 


The geopolitical concept today has become considerably 
broader and more diverse as a result of the inclusion of 
such components as political, economic, scientific- 
technical, socio-psychological, and others. 


The scientific approach to any complex phenomenon 
demands that it be considered in the aggregate of all 
components, in all its diversity and contradictoriness, 
otherwise the objectivity of the analysis will be lost. And, 
naturally, any phenomenon must be examined in a 
specific historical contex:. 


The broader interpretation of the “zone of U. S. vital 
interests,” which because of global commitments have in 
a number of cases led to the unprovoked use of military 
force far beyond U. S. borders and have increased the 
possibility of world conflict, can be explained in terms of 
geopolitics. 

The traditional interpretation of the limits of nat‘onal 
security and the increased threat posed to it by bipolar 
confrontation have repeatedly led to increased tensions 
between the USA and the USSR and throughout the 
world in general. 


The enumerated geopolitical factors can be assumed to 
influence the foreign policy of all countries without 
exception. It appears that all countries use the geopolit- 
ical approach in practice. Nor 1s the Soviet Union an 
exception to this rule. 


It would be incorrect to say that there are two gcopoli- 
tics—imperialist and socialist—just as 1t would be wrong 
to say that there are two geographies. The question is 
each individual country’s interpretation of geopolitics, 
the state (foreign policy) interests that comprise it, and 
the goals that are pursued by it. 


National Interest as a Component of Geopolitics 


National interest is a basic category in international 
relations and in geopolitical theory. Here we encounter 
the need to develop common criteria for evaluating this 
concept that would correspond to the new realities in 
international relations. 


The traditional interpretation of national interest is 
quite broad and is primarily connected with the attain- 
ment of such goals as the existence of the nation as a free 
and independent state, securing economic growth and 
national prosperity, preventing the threat of war or 








encroachments on sovereignty, the retention of allies, the 
attainment of a position of advantage in the interna- 
tional arena, etc. 


National interest is tangiv‘v expressed in the formulation 
of the goals and tasks of a vountry’s foreign policy. The 
existing interpretations of this concept in Americar 
political science (especially in objectivistic and subjec- 
livistic political science) are usually connected with the 
position that the country occupies or intends to occupy 
in the world community as well as with concrete goals 
that are pursued with respect to other states. 


As Walter Lippman noted, the behavior of countries 
over a long period of time is the most reliable but not the 
only indicator of their national interest. As one study 
notes, even though interests “are not eternal, they are 
surprisingly constant... There 1s no great mystery about 
this: geographical factors are an invariable phenome- 
non...therefore, each succeeding generation usually 
encounters the same problems and reacts to them in 
more or less the same way.”'' 


In practical terms, national interest, which ts ultimately 
expressed in the policy of a given country, inevitably 
takes on a subjective coloring. Such a phenomenon is 
reflected in the choice of possible ways of attaining goals 
in different areas. The USA, for example, has certain 
interests in the Near East because of the region's strategic 
significance. This explains the necessity of its constant 
presence in this area, which can be realized in different 
ways ranging from political dialog and economic aid to 
the appropriate countries to the show or use of military 
force. 


In the present article, “national interest” is viewed as the 
interest that a country expresses in the international 
arena.'* According to H. Morgenthau’s definition, “a 
country’s foreign policy is the expression of its national 
interest vis-a-vis other countries." 


Change in the basic components of national interest 
alters policy, its goals and tasks accordingly. Therefore 
the objectively correct definition of the national ‘nterest, 
specifically bringing needs into line with potential, pro- 
motes the orientation of a country in the world commu- 
nity and helps it to find the avenue of foreign policy that 
is best suited to the situation. 


If we try to define national interest in objective terms, it 
will be more likely connected with the restriction, albeit 
forced, of own needs or ambitions. If we assume that the 
policy of the balance of interests is widely implemented, 
countries wil! inevitably reach a point where intercon- 
nected national interests will require their restriction to 
a certain degree. The inclusion of the concept of “objec- 
tively evaluated national interest” in the modern polit- 
ical dictionary will heip to resolve the problem of deter- 
mining the most appropriate correlation of national 
needs and potential. If we assume that such an interest 
will be at the basis of a country’s foreign policy and its 
geopolitical aspirations, we will come to understand the 
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need for change in the very essence of geopolitics upon 
which national interest is based. 


In the process of building the new type of international 
relations, that will be based on mankind's interest in 
general, it will also be necessary to alter the basic 
principles under'ying the formation and implementation 
of foreign policy. A world based on cooperation, mutual 
understanding, and reciprocal development will be cre- 
ated by bringing the priorities of national interest into 
line with the interests and goals of other countries. In its 
new capacity, geopolitics can become the basic instru- 
ment and philosophical basis of political life because it is 
the quintessence of what exists objectively, i. ¢., the 
spatial-geographical factor on the one hand, and on the 
other hand, such a constantly changing factor as a 
country’s foreign policy and all its components. 


These changes in priorities and consequently in foreign 
policy must be carried out on a conscious, good-will 
basis. Just as the formation and formulation of national 
interest and goals in their aggregate depend on the 
bearers of power that are numerous participants in the 
decision-making process, any change in priorities—in 
addition to consideration of objective factors— 
ultimately also depends on subjective factors. In the 
forecast political situation, the subjective factor can play 
an even more important role since the creation of a new 
priority in international relations requires deliberate 
change in the latter and their conscious participation in 
the formation of consensus in the world. 


Geopolitics: Yesterday, Today, Tomorrow 


The existence of enormous reserves of arms, ever- 
increasing interdependence, the need for the wider, more 
complete participation in the world division of labor, in 
integration processes, mankind's global problems, etc.— 
all this attests to the objective need to develop a new, 
general mechanism for solving mankind's problems. The 
adoption of the appropriate decisions depends only on 
its direct participants: thinking individua!s. 


The moral and ethical factor accordingly occupies a 
leading place in geopolitical prnorities and determines 
the general humanistic approach to international rela- 
tions. It becomes imperative to raise the scientific and 
moral level of participants in the world community and 
of the world community as a whole. 


The development of a new approach to international 
relations based on the balance of interests will obviously 
require the revision of the system of alliance relation- 
ships and obligations in the structure of blocs that is 
based on and “nurtured” by the same bipolar confron- 
tation of the two systems. 


On the one hand, the development of interdependence 
and integration 1s accompanied by the growing diversi- 
fication of intrabloc relations based on improvements in 
military-cconomic cooperation, inter alia in R&D, in the 
production of arms and equipment, and in the creation 
of aggregate military aid. On the other hand, the system 
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of blocs becomes a definite brake for participating coun- 
tries. In the military area, this takes the form of a single, 
centralized military command, the subordination of con- 
tingents of member nations’ armed forces to it (as in 
NATO, for example), the standardization of weapons, 
and the planning of defense spending. In the political 
sphere, it means the adoption of joint decisions on 
various questions of a military-political or military- 
economic character. 


Objective processes require change in the mgid structure 
of alliances so that their participants would have 
freedom to maneuver—with the prospective total elim- 
ination of blocs. This applies not only to NATO, but also 
to the Warsaw Treaty Organization because, notwith- 
standing the difference in many parameters, they retain 
common features that inhere in military-political associ- 
ations of this type. 


It appears that the transition from confrontation, from a 
bipolar structure (which in itself must be gradual and— 
above all—natural for all its participants, i. e., condi- 
uuonal upon economic, sociopolitical, and moral neces- 
sity) is realized through the extinction of such mgid 
structures as military-political alliances. In turn, this will 
lead to the gradual creation of a cooperative mechanism 
through reciprocally coordinated national interests. 


The dissolution of blocs is also connected with the 
elimination of the division of Europe, with the idea of 
building a common European home. The burden of 
ideologization of international relations still hovers over 
its creation. I would like to mention in this regard that 
international relations are always inherently ideologi- 
cally colored because of the close interaction of geo- 
graphical and ideological dominants in the state's foreign 


policy. 


Nevertheless world developments suggest that the ideol- 
ogization of international relations is not only harmful 
but is also fundamentally false. ““Ideologization,” writes 
well-known Soviet political scientist G. Shakhnazarov, 
“always finds arguments for the confrontation of the two 
systems. Moreover, such an ideological dispute neces- 
sarily suggests that one side must be victorious over the 
other. Consequently it is inevitably regarded as hostile, 
as primarily emphasizing the problems of rivalry rather 
than the interests of the cause.””' 


The new reading of geopolitics will more likely be 
manifested in the fact that countries will cease joining 
“abstruse power and geopolitical combinations” as is the 
case today. Incidentally, the emergence of such terms as 
“sphere of influence,” “arc of instability,” and the 
creation of various tnangular and rectangular combina- 
tions in the spirit of H. Kissinger is connected with this 
traditional geopolitical vision of the world. In other 
words, it is possible to make the transition from the 
policy of a balance of force to the policy of a balance of 
interests. Since countries, as long as they exist, will 
always enter into relations with one another, a certain 
geopolitical attraction will always exist; however its 
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character—based on humanistic principles and the bal- 
ance of interests—can be entirely different. 


Therefore the thesis that “traditional geopolitical param- 
eters (geographical remoteness. for example) play a 
smaller and smaller part” is debatable.'* While the time 
of geographical invulnerability has, of course, passed, the 
territorial location of countries, which is connected with 
the question of borders, their length, etc., is also of great 
importance today. The significance of various regions of 
the world is primarily explained by their geographical 
location. For example, the Mediterranean region has 
been and continues to be considered important because 
of the location of many countries here and strategic 
avenues. This, in particular, can explain the struggle for 
influence in the region. Or, for example, Austria's adop- 
tion of neutral status following World War II is largely 
explained specifically by its geostrategic position. 


The new, modern direction in geopolitics is connected 
with the use of different concepts relating to social 
psychology. The geographical environment already plays 
a slightly different role here, but the essence of foreign 
policy is connected with politicians’ and scientists’ sub- 
jective views of the world. '° 


Distinctions are made for existentialist, behaviorist, and 
other interpretations in the socio-psychological investi- 
gation of geopolitics. The first emphasizes people's “ter- 
ritorial feeling.”’ From this logically follows Europeans’ 
feeling of a “united Europe,” the Americans’ “global 
thinking,” and the Jews’ “feeling of homeland.” The 
second interpretation is connected with the analysis of a 
political leader's motives that are based on his subjective 
approach to geographical determinants. Each of these 
interpretations unquestionably has the right to exist; 
each has its share of the truth. 


American geopolitics has recently used the term 
“regional communities” (for example, the Pacific com- 
munity, which includes the USA, Japan, Australia, and 
the ASEAN countries, or the South Atlantic community, 
consisting of the countries of the given region). Of 
course, the geographical factor, in addition to the others, 
plays a large part in the formation of “regional societ- 
ies.” Over time, however, under the influence of 
increasing interdependence, this communality can be 
eroded through its integration into the worldwide com- 
munity. It is still too early to talk about a world commu- 
nity: the objective conditions for this are not mature. 
The fact of the matter is that there are two opposing 
trends at the present time: at the national level and at the 
regional level. On the one hand, the world is encoun- 
tering the growth of nationalism, the struggle against 
penetration by alien mass culture, and the striving to 
preserve originality and historical roots. On the other 
hand, economic interpenetration inexorably leads to the 
erosion of all boundaries and barriers, to the maximum 
facilitation of the movement and intercourse of people. 


Modern geopolitics, if it is able to into account this 
struggle of tendencies, can rise to a higher level and 








become a kind of synthesis of many processes that » re 
characteristic of the interaction of countries. 


Toward a New Interpretation of National Security 


The doctrine of national security has always been an 
integral part of the geopolitical concept and has formed 
largely on the basis of geopolitical views. The American 
doctrine is aimed at creating conditions to secure U. S. 
supremacy in any part of the world with the aid of 
military, political, and economic methods. Accordingly, 
the “national security” concept is (1) invariably associ- 
ated with the concept of force and its possible use, and 
(2) is interpreted so broadly as to include all strategically 
important regions of the woild regardless of their dis- 
tance from U. S. territory. Geopolitical postulates play a 
very important part in determining the priority of var- 
ious regions from the standpoint of U. S. national 
security. In addition, there are also most important 
geostrategic directions (for example, the USSR, Western 
Europe, and the Asian-Pacific region). 


The doctrine of national security is based entirely on the 
bipolar confrontation of the USSR and USA and, in its 
practical application, on the “zero-sum” game: where 
the USA loses, the USSR wins and vice-versa. 


It is difficult to find a precise definition of the concept 
“national security” in the U. S. political lexicon. For 
example, R. Barnet, the well-known American political 
scientist believes that this concept has become very 
nebulous since the United States passed the national 
security law in 1947: “It was sufficient to declare that 
America has enemies and that the armed forces had to be 
augmented and—from time to time—used.” He con- 
cludes that this is everything that the definition of 
national security apparently boils down to. 


A special provision of the 1947 law created the National 
Security Council—a mechanism for formulating and 
coordinating foreign, internal, and military policy— 
which, in the words of V. F. Petrovskiy, well-known 
Soviet foreign policy theoretician and practitioner, is 
responsible for “weighing and evaluating goals, obliga- 
tions, and the degree of risk to the United States in 
connection with our present and potential military force, 
with an eye to submitting recommendations to the 
president....""' 


The priority direction of national security doctrine and 
policy can be expressed in concentrated form in the 
following formula by the same R. Barnet: “Each player 
tries to secure maximum security for himself by reducing 
the security of his opponents. This is an unambiguous 
appeal for permanent war in one form or afiother.” 


Being one of the practical embodiments of geopolitical 
views, the American doctrine at the same time must 
necessarily change together with change in these views 
and with change in the structure of the world as a whole. 
The traditional interpretation of Cold War times no 
longer fits the modern landscape of world politics even 
though its viability cannot be denied. 
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This ts attested to, for example, by a report on national 
security matters for 1988 submitted to the congress by 
President R. Reagan. It defines the basic objective of U. 
S. national security as being to “deter any aggression that 
might threaten security, and in the event of the failure of 
deterrence, the country must be ready to ward off any 
military attack and to end the conflict under conditions 
favorable to the United States, its interests and the 
interests of its allies.” 


Among the specific national security objectives included 
in the report are: “Preventing the Soviet Union or any 
other hostile country or coalition of countries from 
dominating Europe...Preventing the transfer of impor- 
tant technology and inventions to the Soviet bloc and 
hostile countries and groups...Neutralization of the 
Soviet military presence in the world will reduce the 
possibility for the Soviet Union to use force and will 
stimulate the implementation of independent policy by 
countries dependent on the USSR.” 


As in the past, the Soviet Union is proclaimed to be the 
main threat to U. S. security, while the “new style” of 
Soviet policy, which “has occasionally placed the gov- 
ernments of Western countries on the defensive,” is 
viewed as “‘a more refined challenge to Western 
policy.”'* The realization of U. S. national security 
includes the adoption of measures against the possible 
infliction of harm by presumed enemies. 


In itself such an interpretation may have the right to 
exist if there are real enemies, even if in a hypothetical 
variant. Today's world in still not perfect, and no one 
can boast of feeling absolutely secure. However the cited 
document does not in any way reflect the new 
approaches to international relations that are based 
primarily on the priority of values common to all man- 
kind and the balance of interests, and, most importantly, 
does not overcome bipolarity as a manifestation of the 
confrontation of the two systems. The realization of 
these approaches could make it possible to revise the 
national security concept. The lowering and minimiza- 
tion of the threshold of nuclear and other types of 
deterrence would make it possible to transfer this con- 
cept to the plane of non-forceful categories and to 
abandon the formulation of concepts in terms of “friend 
or enemy.” 


The economic realities of the modern world also objec- 
tively lead to the need to view national security catego- 
ries in an economic context. The reference is to the 
interrelationship of the state’s economic potential with 
its military expenditures and foreign political actions. In 
other words, to the correspondence between the state's 
potential and needs. The same presidential report 
emphasizes that national security and economic might 
are inseparable, that the economic factors capabie of 
influencing the state of national security now or in the 
future must be clearly understood. This also concerns 
such aspects as increased dependence on foreign sources 
of supply, the threat of global protectionism, the debt 
problem, etc. 











JPRS-UWE-90-005 
19 June 1990 


The poimt at issue 1s essentially the recognition of a 
definite correlation between the general state of the 
economy and expenditures on military confrontation. 
Since the former ts an clement of national security, onc 
or another interpretation im the military-power aspect 
will be directly reflected in a country’s economic poten- 
tual. We observe this process continuously and every- 
where, and especially graphically on the basis of our own 
exampic, where the long-term arms race has become once 
of the reasons for the cconomy’s crisis state. 


For centuries military expenditures were for the most 
part expenditures on the development of the cconomy 
and technology, and when the state sharply increased 
military allocations, it was because i had specific mili- 
tary actions in mind. It entered into military alliances in 
order to attain such goals as the territonal redivision of 
the world. Such actions usually led to wars that deter- 
mined changes in the correlation of forces. Overheating 
of the economy as a result of military efforts led either to 
victory or defeat. In the event of victory, the imbalance 
in the distribution of resources in a country’s GNP was 
more than compensated by the results of victory; in the 
event of defeat, the imbalance was an additional burden. 


In the modern situation, however, we are dealing with 
elements of a system for the regulation of economic 
relations that has its own patterns and logic of develop- 
ment. This system is common to all countries and it 
functions according to the same laws. 


A great deal depends on the correlation of a country's 
goals and potential. Countries whose goals generally 
corresponded to their potential, even if they did not 
always emerge victonous, nevertheless emerged from 
wars with their cconomy sustaining fewer losses. 


The arms race today 1s ts also a peacetime phenomenon. 
It greatly strains and overstrains economic structures, 
causing a country to lag in economic growth rates and 
other indicators and to yield its place to stronger coun- 
tries. One can agree with American researcher P 
Kennedy that “survival and victory in war are attained 
by the side whose cconomy is capable of passing the test 
for strength. It 1s obvious that the might of the leading 
powers develops in accordance with their relative cco- 
nomic positions. What is more, from the standpoint of 
history, this happens so fast that one can specifically now 
ask: to what are today’s economic and technological 
trends leading in terms of the balance of power.”'” Such 
tendencies are now uppermost in determining a coun- 
try’s power or might. The very concept of power also 
changes accordingly: the military component increas- 
ingly yields to the economic, political, and many other 
components. 


Of course, it 1s still too carly to speak of military force's 
absolute loss of its positions. Nevertheless, modern polit- 
ical practice has shown that attempts to solve interna- 
tional problems by military means not only does not 
bring success, but more oftcn even has the opposite 


effect. Therefore the rethinking of such multi- 
dimensional and comprehensive concepts should obv- 
ously go beyond the framework of academic research and 
should become part of the practical actions of countries. 


Thus, power is constantly and gradually being redistrib- 
uted between the nations of the world depending prima- 
rly on the correlation of their economic, military, and 
political potential and many other components. This 
process dates back to the formation of countries and 
develops with different modifications and at different 
penods of time with a greater or lesser degree of inten- 
sity. 


The nuclear age is characterized by the bitterest rivalry 
on land and sea and is determined by the creation of 
peacetime military alliances in the event of future war. 


As a result of this rivalry, there is global change in the 
correlation of forces, in the entire geostrategic situation. 


Taking a retrospective look at history, we see that it 
begins in the East, in Asia, and that it continues in the 
Mediterranean basis where the two major peoples of the 
ancient world—the Greeks and the Romans—tived 
With the passage of time, the historical center shifts & 


Europe. 


“The theater of history becomes wider, from the shores 
of the Mediterranean Sea, which became a Roman lake, 
history goes farther North and German peoples come to 
the forefront; Eastern Europe—ancient Scythia gradually 
moves into history if only through its leading peoples 
living on the fringe of the German world.””° 


Eurocentrism as a process dates specifically back to the 
Middle Ages. It was based on a single religion (unlike the 
pantheism of the ancients) that predicated the creation 
of a single civilization. Despite all frictions and contra- 
dictions, reforms and schisms, a common European 
civilization was preserved notwithstanding the great 
diversity of the peoples comprising it. 


By the middie of our century, the world was gradually 
entering a new state: new countries (primarily the USA 
and USSR) came to the forefront, and a bipolar system 
of relations began to form. Such changes do not come all 
at once and immediately. The bipolar system is not 
exclusively the result of World War Il: it was prepared by 
the entire course of historical development and by the 
corresponding redistribution of the economic and mili- 
tary power of nations. This was a slow process that 
transpired through wars representing new stages in the 
redistribution of power, through the formation and dis- 
integration of coalitions 


The future development of events can already be forecast 
and we must be ready to make them active participants 
This requires not only foreseeing changes in the geostra- 
tegic situation as a result of the further redistribution of 
forces and the creation of new power centers in the world 
arena (for cxample, new industrial nations im the East 








and in Latin America), but also considering the possi- 
bility of a shift of the center of world politics castward 
from Europe. Al any ratc, its strategic system of coordi- 
nates includes a large spectrum of components of change 
in the correlation of forces, which must be considered 
now and in the future. 


F cotnotes 


1. H. Mackinder, “Democratic Ideals and Reality.” New 
York, 1942 p 2. 


2. See “Voyenno-ckonomuicheskiye svyazi stran NATO” 
[Military- Economic Relations of NATO Countries], 
Moscow, 1988, pp 211-224. 


3. Cited in: V. A. Kolosov, “Politicheskaya geografiya. 
Problemy i metody™ [Political Geography. Problems and 
Methods}, Leningrad, 1988, p 13. 


4. For more detail, see: L. A. Modzhoryan, “Geopolitika 
na sluzhbe voyennykh avantyur” [Geopolitics in the 
Service of Military Adventures], Moscow, 1974, pp 
13-16. 


5. See Y. Lacoste, “Les geographes: l'action et la polli- 
tique,” Herodote, 1984, pp 3-32. 


6. Cited m: “Voyenno-ckhonomicheskiye svyazi stran 
NATO” [The Military-Economic Relations of NATO 
Countries}, p 222. 


7. “Chto yest chto v mirovoy politike” [What's What in 
World Politics], Moscow, 1987, p 93. 


8. H. Mackinder, “The Scope and Methods of Geog- 
raphy and the Geographical Pivot of History,” London, 
1951, pp. 20-21. 


9. Cited in: “Foundation of National Power,” Princeton, 
1945. p. 85. 


10. J. Fairgrieve, “Geography and World Power,” New 
York, 1941, p. 335. 


11. Cited im: “National Security Strategy of the United 
States,” Washington, January 1988, p | 


12. For more detail, see: E. Pozdnyakov, “National, 
State and Class Interests in International Relations” 
(MEMO, No 5, 1988). 


13. H. Morgenthau, “What is the National Interest of the 
United States?,” New York, July 1952, p XI. 


14. KOMMUNIST, No 3, 1989, p 75. 


15. V. P. Lukin and A. A. Nagornyy, “The Conception of 
the USSR-USA- PRC Triangle and the New Realities of 
World Politics” (SSHA, No 6, 1988, p 13). 


16. In this connection, we should mention such a con- 
cept—that exists in social psychology and that is closely 


connected with geopolitics—cognitive cartography. This 
is man's individual perception of surrounding world 


JPRS-UWE-90-005 
19 Jene 1990 


space, his mind's own “picture” of u. The behavior of 
politicians accordingly depends largely on their “pic- 
ture” of the world. 

17. V. F. Petrovskiy, “Doktrina natsionalnoy bezopas- 
nosti v globalnoy stratcgii SShA™ [The Doctrine of 
National Security in U. S. Globes! Strategy], Moscow, 
1980, p 14. 


18. “National Security Strategy of the United States,” 
Washington, 1989, p 5. 


19. P. Kennedy, “The Rise and Fall of the Great 
Powers,” New York, 1987, p XXIV. 


20. T. N. Granovskiy, “Lektsii po istorii Srednevek- 
ovya™ [Lectures on Mediterranean History], Moscow, 
1986, pp 5-6. 


COPYRIGHT: Izdatelstvo TsK KPSS “Pravda”, 
“Mirovaya ekonomika i mezhdunarodnyye otnosh- 
eniya™. 1990 


DIALOG 
The ‘Common European Home’: Problems and 
Perspectives 
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[Article by Yu Borko] 


[Text] A year ago Yu. A. Borko, doctor of economic 
sciences; chief scientific associate, Institute of Scientific 
Information on the Social Sciences [INION] of the USSR 
Academy of Sciences; and B. S. Orlov, doctor of historical 
sciences; sector head at the same institute, reflected on the 
destiny of Europe in our pages. The material evoked 
interest in our country and abroad. Today the scholars 
continue their discussion. 


B. Orlov. The reaction—both inside and outside the 
European Parliament—to M. S. Gorbachev's Strasbourg 
speech showed that the idea of the common European 
home has for the most part been accepted everywhere. 
Almost everyone is “pro.” There is already a flow of 
literature in the form of both articles and books. There is 
an intensive exchange of opinions. So much is being 
written that the topic is in danger of being “talked to 
death.” | therefore ask you: should we join this many- 
voiced choir? Can we say something original and above 
all useful? 


Yu. Berke. Your doubts are justified. A great deal is 
indeed being written on this topic. While some of the 
articles are serious, there is also an abundance of super- 
ficial articles written in the style of the folk saying: 
“What does it cost us to build a home?” The construc- 
tion of the common European home is an extremely 
complex, delicate and, | add, very prolonsed affair. And 
the more clearly we see the probabie difficulties, the 
better it will be. Hence there 1s something to talk about. 
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Orlov. What are the complexities? 


Borko. First of all, the way the concept itself is perceived. 
When you say the word “home,” the Mongol thinks of a 
yurt, the Russian sees a hut, and a Caucasian mountain- 
eer—a saklya [Caucasian mountain hut]. The example is, 
of course, conditional because in our information age. 
everyone knows that there are different kinds of homes. 
But this makes it all the more necessary to agree on the 
specific kind of home we have in mind. Nor 1s this 
everything. After all, we have not yet gone beyond the 
limits of the visual perception of the common European 
home. 


Orlov. As an amateur builder, | am impressed by such an 
approach. It is graphic and easy to understand. 


Borko. Graphic, but I am in doubt as to clarity. I have 
lectured on several occasions in Western Europe and 
have found cach time that my listeners usually associ- 
ated the word “home” with the future political structure 
of Europe: will a place be found for present economic 
and political alliances, will the Germans live in three 
separate apartments as is presently the case, or will they 
be combined into one, will there be an apartment for the 
USA, etc.? But to answer these specific questions means 
being able to anticipate the political organization of 
Europe in the 2!st century. Who is capable of such 
prophecy? 


However there is another approach: the attempt to 
clarify the content of the European idea and to deter- 
mine its historical meaning. To put it more briefly, we 
must proceed from image to essence, and it consists 
specifically in the way that we plan to live in our future 
common home. What, then, is the content of the idea we 
propose’? My question. Your answer. 


Orlov. | nevertheless believe that both approaches are 
legitimate. It is necessary to clarify both form and 
content. But if we speak of the second approach, | would 
define the common European home as a community of 
peoples that has freed itself from enmity and mutual 
suspicion, that has thrown off the age-old burden of 
mistrust. The very word “home” indicates the character 
of the relations. A home is a place where people under- 
stand you and you understand them, where the tenants 
show interest in one another, where they are surrounded 
by an atmosphere of agreement and spirituality. A home 
is a qualitatively new level of relations where, in the 
words of the poet, peoples, “having forgotten discord” 
wish to “join the great family.” 


Thus, the pivotal idea behind the common European 
home—trust—and the pivotal thought behind the Euro- 
pean idea—the cooperation of peoples in an atmosphere 
of spirituality, culture, freedom, tolerance, and diver- 
sity—are reciprocally conditional. But the key that 
makes it possible to enter the house is trust. Without it, 
you cannot open the door. Hence also the delicacy of the 


problem 


x | 


Borko. What you have said seems to me to be extraor- 
dinarily important. Today you can have any number of 
roundtable discussions on the architecture of the 
common home and they are not without benefit. But 
there must be agreement on one point: the home will be 
dominated by relations of a new type, by the relations of 
trust. This, in my view, is the essence of the idea of the 
common European home. 


Orlov. You say ‘must be agreement, but, reading 
between the lines, you are saying that 1 does not exist. 
But the nature of relations between peoples, between 
countries is a fundamental question. It is a question of 
historical and philosopliucal onmentation that 1s caicu- 
lated not for the needs of the moment, but for the 
extended future. 


Borko. Absolutely correct. Hence we must dig deeper in 
order to compare your vision of the common European 
home with the views of our partners. Here we find one of 
the principal obstacles on the road to mutual under- 
standing because we have varying degrees of prepared- 
ness to receive this idea, or more precisely, different 
historical and cultural soil from which Europism has 
grown. After all, the “European idea™ is new only to us 
and not to Russia in general, but to the post-October 
generations who decided to rewrite history from the very 
beginning. In the West, however, this idea has been 
nurtured for many hundreds of years. 


Orlov. When would you say it originated” 


Borko. The first image of Europe—of the Christian 
world that opposed “heretics” —dates back to the | Ith 
century, when the Roman Catholic Church finally parted 
with Orthodox Byzantium. But in the 14th century, 
Italian theologist and humanist Enea Silvio de Piccolo- 
mini, also known as Pope Pius Il, had already called 
Europe “our fatherland,” “our own home.” Over time, 
this view of a whole Europe, enriched by the ideas of the 
Renaissance, the Reformation, the Age of Enlighten- 
ment, and the French Revolution, was transformed into 
the concept of European civilization. Of course the 
history of Europe is not written in blue or rosy colors: it 
knows the time of the Inquisition, bloody regimes, and 
ethnic oppression, it 1s filled with countless wars; it 
survived the plague of fascism. But nevertheless, at the 
middie of the present century, when Western Europe, 
shaken by everything that had happened, set about 
building its common home—the European Community 
(EC}—it was able to draw on the spiritual tradition of 
many centuries. 


Orlov. But did not the Eastern Slavic peoples, starting 
with Kievan Rus, belong to the Christian world” And did 
not French kings marry Kievan princesses? And did not 
“Muscovy,” upon being liberated from the yoke of the 
Golden Horde, renew its severed ties with the European 
countries? And then there was Peter who “cut a window 
into Europe.” 


Borko. Of course the European ties of the Eastern Slavs 
and Russia date back to the distant past, but sometime in 
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the mid-17th century they became stable and very 
dynamic. Russia joined in European life in all its aspects. 
Incidentally, this also found reflection in the develop- 
ment of the “European idea.” Back in !1693—<during the 
tume of Peter—William Penn, one of the leaders of the 
English quakers, published a European Confederation 
Plan which stated that if it was to be “worthy and just,” 
it had to admit “Muscovites.” Penn was essentially the 
prophet of the idea of “Europe from the Atlantic to the 
Urals.” 


Orlev. Does it not seem to you that the popular term “to 
cut a window into Europe” takes on new meaning today? 
When Peter was “cutting” this window after his fashion, 
he was overcoming the resistance not so much of the 
Europeans as of his own fellow countrymen. Our coun- 
try’s tradition of rejecting Europe has been very stabiec. 
There are still those who condemn Peter's actions for 
undermining our national uniqueness. It appears that the 
idea of the common European home can evoke a similar 
reaction in our country. 


Borko. In my view, this trend has already surfaced. But 
first | would like to end our historical digression. No 
matter what the obstacles, during the 19th ard early 20th 
centuries, Russia's economic, political, and cultural ties 
with European countries developed with exceptional 
intensity. We not only became a part of European 
civilization, but Europe in turn also absorbed Slavic 
culture. Let us recall if only the Great Russian Novel, 
Russian modernism, and Russian philosophers at the 
beginning of the 20th century. We can also recall the 
piciad of Russian scientists of that time. And then came 
1917 and the split with Europe, toward which our 
traditional anti-Europeans have no relation whatsoever. 


Orlov. Yes, the “European idea™ ceased to exist for us. It 
was replaced by the idea of world revolution. Lenin's 
assessment of a United States of Europe, which “under 
capitalism is either impossible or reactionary,” deter- 
mined our attitude toward all plans for the consolidation 
of capitalist Europe for decades. We repeated this for- 
mula when and when it was not appropriate. 


Borko. | will interrupt you. After all, Lenin agreed with 
Marx and Engels who called the plan for a “European 
republic” a bourgeois pacifist fantasy, in the belief that 
world proletarian revolution was the sole prerequisite to 
putting an end to war. 


Orlov. Precisely so! They proceeded from the conviction 
that this revolution was imminent. During the years of 
Stalinist totalitarianism, Lenin's assessment of the 
United States of Europe was used as one more argument 
justifying the “iron curtain,” behind which was not only 
our country, but all Eastern Europe as well. Only after 
decades of self-isolation, that worked to our great mate- 
rial and moral detriment, did we return to the idea of a 
whole Europe and try to understand the meaning that we 
ourselves give to it. 


Borko. | agree. But we are still getting used to the idea 
while the West Europeans have understood it long ago. 
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We are just beginning the spadework on the common 
European construction project proposed by us, while 
their home 1s already half built. It will be necessary to cat 
more than on. pood of salt to determine what cach of us 
means when we use the same words. We will have to 
compare our ideas and our practical expenence. 


And then: who are “we?” The country's political leader- 
ship? Intellectual circles? The general public? Everyone 
has their own ideas on this score. 


Orlov. If we talk about our “top leadership,” the change 
was noted in the first half of the "70s when the first real 
contours of detente began to appear and the Final Act of 
the Conference on Security and Cooperation in Europe 
was signed in Helsinki. However, as subsequent events 
showed, our leadership at that time proceeded from such 
an understanding of national interest and such ideolog- 
ical postulates that entirely precluded the prospect of a 
common European home. It was not until after 1985 that 
there was a |180-degree turn and our Western partners 
began evaluating the goals, methods, and style of current 
Soviet diplomacy more positively. This evaluation also 
extends to the USSR's European policy. 


Borko. However, they do question the stability of this 
course and above all whether its continuity 1s guaran- 
teed. I see this as one of the reasons for the caution with 
which West European politicians and experts approach 
the evaluation of the idea of a common home. What can 
you say about the position of our intellectual circles? 


Orlov. It seems to me that they on the whole accept the 
values of European civilization. This has been tradi- 
tional for the Russian intelligentsia. 


Borko. | also hope that this is the case. But do not forget 
that the tradition of anti-Europism has also existed for a 
long time in our country. Recall the passionate polemic 
between the Westernizers and the Slavophiles. Recall the 
concept of the Eurasian essence of Russia. It seems to me 
that the old disputes have been rekindled in some, 
perhaps not very distinct, form. But I see the major 
problem to lic not here but in the traditions of mass 
culture. Is that not so” 


Orlov. Yes, here we indeed find such phenomena as the 
cult of the “firm hand”; the low level of civic solidarity; 
the habit of submitting, scorn for the dignity and rights 
of the individual; the reyection of free-thinking,; intoler- 
ance of the minority, and the tendency to use forcible 
methods to overcome dissent. Rus was converted to 
Christianity by Byzantium, but unfortunately did not go 
through the purifying era of the Renaissance and the 
Reformation, because this period was specifically the 
high point of its isolation from Europe. Is this not the 
explanation for our characteristic “ideological funda- 
mentalism?” I am still struck by the fact that despite the 
common spiritual basis of Russian and European cul- 
tures—the commandments of Chrst—the Orthodox 
Church has consigned the hated “Latinstvo” [Catholi- 
cism] to anathema. A “Latinyanin™ [Catholic] in church 
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literature in the 16th century, for example, was approx- 
imately the same as an “ideological subversive” 
according to very recent standards. 


Berke. Orthodoxy was not original in this respect. The 
Catholic Church was even more aggressive toward 
Orthodoxy. We recall the plunder of Constantinople by 
the crusaders at the beginning of the | 3th century and 
our own history: the invasion of Pskov and Novogorod 
land by the Teutonic Order. 


Orlov. Your examples date back to the carly Middle 
Ages. But we demonstrated our own intolerance of the 
social democrats, for example, very recently. When I 
weigh our distant and recent historical experience, | ask 
myself: can we reach an understanding of the “European 
idea™ that would accord with the Western under- 
standing” 


Borko. | wish to repeat once again that Europe's past is of 
all colors, from white to black. But if we speak of its 
unique contribution to world civilization, then in the 
context of our dialog we should above all mention 
freedom as the basic principle of interrelations between 
the individual and society, and as a consequence, 
between civilian society and the state. Naturally, the 
content of the concept “freedom” has changed. Marx 
and Engels were right when they said that freedom at the 
time the bourgeois system was forming primarily meant 
the freedom for private property and the freedom to 
exploit the hired proletariat. But even then there was 
more than this to the principle of freedom. It also meant 
spiritual and political freedom, initially limited or even 
potential freedom, and then real freedom as well. To 
Stalin and the L :viathan-state, the Moloch-state he cre- 
ated, it was specifically this fruit of European civiliza- 
tion—spiritual and political pluralism embodied in a 
ramified system of democratic institutions—thal was 
especially hateful. 


Orlov. Recognition of the fundamental value of demo- 
cratic freedoms, glasnost, pluralism of opinions, restruc- 
turing of the political system, the course of creating a 
rule-of-law state—all this opens the way to reaching 
closer agreement on the understanding of the funda- 
mental principles governing the organization of society. 
Here is a question that has occurred to me more than 
once in the course of our dialog: are we not becoming too 
deeply immersed in the distant past, in digging down to 
the foundations of civilization? How does all this square 
with the idea of the common European home? 


Borko. In my estimation, it cannot be otherwise. Eastern 
and Western Europe are divided not only by state and 
bloc borders, not only by deep differences in social 
systems and ideology. They are also divided by the abyss 
of a lack of mutual understanding and mistrust. We must 
build bridges across it and ultimately fill it in. This 
cannot be done without a dialog on basic philosophical 
problems, on social organization. 


Orlov. The very logic of the common European home 
itself raises the dialog to this level. This is a new level of 


civilization, if you will, that Europe can demonstrate to 
all mankind. This is in the future, perhaps not the very 
we should move. 


But the time has come to proceed from general ideas to 
realities. Is a common European home being built or 1s i 
just a lot of talk’ 


Borke. Progress was made in the construction of the 
common European home last year, even though we can 
thus far speak only about laying the foundation. The 
buildup of trust is clearly progressing and materializing 
in all manner of forms. The successful mecting in Vienna 
of representatives of countries participating in the Con- 
ference on Security and Cooperation in Europe was 
unquestionably the princ’pal attainment last year. Such a 
thing would probably have been impossibic just 2 coup! 
of years ago. Add to that M. S. Gorbachev's trips during 
the year: Great Britain, the Federal Republic of Ger- 
many, France, Italy, meetings with Pope John Paul Ii. 
and finally with President Bush on Malta. 


1 would in turn like to ask you: have your assessments 
changed in the last year and in what way specifically’ 


Orlov. My basic position regarding Europe's future has 
not changed. What is more, on a political plane the 
rapprochement process is even more intense than | had 
imagined. Tension in relations between the USSR and 
the Federal Republic of Germany has cased to a consid- 
erable degree. We have entered the phase of partnership 
relations and this cannot fail to affect the political 
atmosphere in Europe. But as regards our economic 
preparedness, there are many more problems here than 
we had supposed. We are agonizing over the philosophy 
of the market, we have become bogged down at the leve! 
of cooperatives in some places, and we have assessed 
their first awkward steps as the “evils of capitalism.” 
Our political initiatives are disproportionate to our 
economic imitiatives. Our legs are weighed down by a 
distribution economy that makes it difficult for us to 
move in the necessary direction. 


But our political expectations were also unduly high. It 
seemed to us that all we had to <» was to declare our 
willingness to join the common European home and we 
would be welcomed with open arms 


Berke. | do not know about others, but it did not by any 
means seem to me that we would be immediately 
embraced. | think it unlikely that other Soviet specialists 
who know the real situation will give in to such illusions 
Perhaps our foreign political propagands's old habit of 
telling our fellow citizens that the entire world is lis 
tening to what we say and begging us for our wisdom is 
at work. But now the tone in the Soviet “mass media™ is 
set by a group of experienced journalists specializing in 
international affairs who reject the old stereotypes. Thus. 
we will not ornent ourselves toward superficial authors or 
those who have a penchant for bowing. 








| would nevertheless not categorically reject your fears, 
but | would formulate them differently: 1 is possible we 
have not so much cxaggerated the idea of the “common 
European home™ as we have underestimated the diffi- 
culty of finding both mutual understanding and practical 
solutions. Is this not the explanation for the partial 
caution and skepticism shown toward this idca by West 


European public opimon” 


Ortev. But excuse me, there 1s not only skepticism. There 
is also willingness. It 1s Gemonstrated to the greatest 
degree (to be sure, in different way in different countnes) 
by parties with the social democratic onentation. They 
are following the course of our perestroyka with interest 
and, | would say, somewhat heightened expectations on 
the correct assumption that the further democratization 
of our society will make i increasingly open and ready 
for social and democratic reforms, which in turn creates 
the prerequisite for the development of contacts im all 
manner of areas. Among parties in EC countries, social 
democrats and socialists most definitely maintain the 
idea of the common European home. 


There are skeptics im all parties, but they are most 
numerous in conservative and liberal parties. One of the 
main arguments of the skeptics: the USSR is a great 
power with all the attendant consequences, concerns, 
and obligations. The sizes are too disproportionate. On 
the one hand, one-sixth of the globe, and on the other— 
Luxembourg, which is roughly the size of Moscow. 


Berks. | would probably not say that there are any 
considerable differences between social democrats, con- 
servatives, and liberals in the degree of skepticism 
regarding the common European home. Differences 
exist more likely at the level of political declarations of 
the leadership of these parties. But if we evaluate the 
public's positions in general, | would call the combina- 
tion of support for the very idea of the common Euro- 
pean home with open or hidden skepticism concerning 
its possible realization characteristic. But as regards the 
reasons for mistrust or at least cautiousness, | would also 
add one psychological factor of no little importance: 
stagnant thinking and the inertia of stable ideas and 
existing stereotypes. There is nothing unusual about this: 
conservatism inheres in every person to a certain degree 
This #5 also manifested im the given instance. It takes 
time to understand what has happened so that the new 
impressions would crystallize into new concepts. It 1s for 
this very reason that | am opposed to any kind of 
euphoria concerning our own belated discoveries. 


But naturally everything hinges on our perestroyka. In 
this connection, one would like to ask one more ques- 
tion: we are the authors of the idea of the “common 
European home,” but does this mean that we are more 
ready to build it” 


Orley. We may be more ready psychologically, but from 


a practical standpoint, we are probably not. The instite- 
tions of the European Community could to a certain 
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degree be the prototype of the common European mech- 
anism that would crown the construction of the common 
European hornc. But to date such mechanisms have not 
been created within the framework of the CEMA. What 
is more, the painful process of forming a truly demo- 
cratic federation of peoples in which the rights and 
obligations of the umion and the republics comprising 1 
would be in a harmonious interrelationship has only just 
begun in our country. At the same time, the readiness of 
the peopics of Europe—both Western and Eastern—io 
draw closer together 1s obvious. This ts both political and 
simply human readiness 


But ict us return to a problem | have already touched 
upon—our economac readiness. Neighbors in a big house 
talk to one another until they speak a language that is 
intelligible to one another. Do we need a common 


economic (obviously, market) language? Or can we agree 
without this’ I put this question to you as an economist. 


Borko. In principic. foreign economic cooperation, be it 
trade or industrial cooperation, does not depend on the 
economic system of the competing countrnes. It 1s only 
necessary that they have the appropriate potential and 
that they be mutually interested mm economic relations. 
In practice, however, everything looks different. The 
overcentralized directive economuc system that was cre- 
ated im the Sovict Union and copied in other East 
European countries found itself in a state of deep crisis at 
the beginning of the ‘80s. This threatened economic 
cooperation between the West and Eastern Europe even 
on the scale that was reached in the "70s. 


Orlov. How can we get out of this situation”? As far as | 
understand it, we cannot catch up with Western Europe 
with our cconomy im its present state. Bul the common 
European home cannot be built without a stable eco- 
nomic foundation. Why not resort to something like the 
Marshall Plan even though this might sound degrading 
to us? After all, we are a great power’ 


Borke. After World War Il, Western Europe had no 
chorce but to accept the Marshal! Plan, but even today i 
remembers the humiliation i had to endure. Thus 
national dignity ts an important consideration. But this 
13 Not the only port. It is no secret that our economy is 
im a critical state. The age-old practice of wearing fig 
leaves lost all meaning after we broadcast the heated 
debates at congresses of USSR People's Deputies to the 
entire world 


But as regards something resembling the Marshal! Plan, 
we have not as yet expressed such a desire and the West 
has not offered us anything of the sort. The problem is 
not what to call Western aid, but how to use it and the 
effect 1 will produce. The value of uninstalled | 

equipment is presently in excess of $5 billion and the 
losses from ill-conceived purchase and irrational use of 
even the imported equipment that has been put into 
operation are also calculated in the billions of dollars 
We must take out new loans, bul more important, we 
must borrow Western cconomic capernence and its 











Orlev. Does 1 not seem to 
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have no market as such today. Fundamental differences 
between economic systems are still preserved. 
one more process that offers food for thought: I refer to 
the dramatic acccicration of social renewal processes in 
almost all East European countries and their uniqueness 
and varying rate. How will they affect the construction of 


recently the ruling party, will have to win the nght to 
leadership and not merely declare it in the constitution. 
But all this means that the views of Eastern and Western 
Europe concerning the character of the political system 
are becoming increasingly similar. This cannot fail to 
affect the most substantive problem in European rela- 
tions: the problem of confidence which you have already 


into this process. It sometimes seems to me that we arc 
standing on the threshold of a grandiose phenomenon: 
all Europe is immersed in an atmosphere of political 
polyphonism. And it would be regrettable if there were 
dissonance in this process of increasing harmony. 


I think we are approaching a time when there will be less 
and less justification to divide Europe into Eastern and 
Western Europe. We are at the beginning of a new road. 
But only at the beginning. But for now, all of us are 
disturbed by the realities of today. Among them: dif- 
ferent rates of movement of Western and Eastern Europe 
and within cach of these regions 


Berke. Indeed if within the framework of the European 
Community there is a “two-speed Europe” and if the 
differentiation process is beginning in the CEMA, how 
can this entire diversity of tempo be coordinated in 


general’ 


And after all, there is also NATO, which also has 
different speeds. We add to this the Warsaw Treaty 
Organization, the European Free Trade Association, and 
the group of neutral and nonaligned nations. Of course, 





the situation 1s complex. It must be cvaluated realisti- 
cally. When a group of runners musi finish at the same 
time, its speed 1s determined by the slowest runner. But 
the group is nevertheless moving. This ts an clementary 
cxampic, but the very rule of joint movement is uni- 
versal. 


I see the main probicm to lic clsewhere: when we talk 
about such a complex process as the formation of a ncw 
type of international communities, we must not only 
agree on goais and principics. but must also create an 
effective mechanism for coordinating imterests, for 
making and implementing political decisions. The cxpe- 
nence of the EC, which is clearly making progress even 
though there is also a great difference in speeds in the 
EC, is the best argument today im favor of such a 
mechanism. 


As regards the CEMA, it 1s still poorly adapted to 
participate in the construction of the common European 
home because it lacks real authority and its reform 
becomes increasingly problematical because of the 
already mentioned differentiation of member nations. 
The present situation in the CEMA was depicted with a 
directness that is uncustomary for our literature .n M. 
Maksimova's article “Reflections on Perestroyka in) the 
CEMA” (MEMO, No 4, 1989). There have been no 
fundamental changes since its publication and I can only 
agree with the assessments contained in it. Therefore, the 
variant in which cach East European country will take 
part in the construction of the economic foundation of 
the common European home independently and the 
degree of its participation will be determined by the 
depth and rate of its internal reforms seems entirely 
probabic. But | nevertheless believe that the CEMA will 
be reformed in one way or another. How and with what 
kind of structure, life will show 


Orley. One more economic question: we will not merely 
take economic caperience and technology from foreign 
countries, we ourselves must also offer something. But 
specifically what? Naturally besides raw materials. It 
doesn't take a great deal of intelligence to trade in hemp 
and lard. 


Borko. We are also unable to cxport cither hemp or lard 
And the profit from them is next to nothing. But we have 
another commodity—know ledge and screntific and tech- 
nical potential—and we are making incredibly poor use 
of it. | am not even thinking about how we realize it in 
our own country, but how we cxport it, about the 
possibility of obtaining foreign currency or how we 
excha it for Western technology, the possibility of 
scientific-technical and industrial cooperation. The lag 
of our basic and applied science is a very alarming 
phenomenon. This is a special topic. Bul we must make 


proper use of the considerable baggage of knowledge that 
we have at our disposal in our relations with the West 


Speaking of the future, we must make our industry more 
competitive. The selective approach 1s important here 
We must not go off in too many different directions. | 








world practice: several branches and types of production 
out and special conditions are created for their acceler- 


not speaking about such mutually advantageous forms of 


and it applies not only to the given instance: “Make 
haste slowly.” 


But has the time perhaps come to make the transition 


the USA and the USSR. This point of view has found 
reflection in the formula “Europe from Brest to Brest.” 
Is this formula compatible with the idea of the common 
European home? 


from Brest to Brest” is justified and attractive. But in 
moet hacgee pent: + lig o> ba Sennett ayo 
countries, to say nothing of the disruption of the mili- 
tary-political balance (NATO and the Warsaw be 
Organization), which affects not only Europe, but the 
USA as well. Finally, the exclusion of Russia with its 
cultural traditions from such a Europe would impoverish 
the European idea itself. Fate with all its contradictions, 
recoils, and zigzags has brought us closer together not 
yesterday and not 100 years ago. The millennium of the 
introduction of Christianity in Russia, we 
observed in 1988, was at the same time the millennium 
of access to European values, albeit initially in the 
Byzantine variant. Europe is not only a geographical 
concept, but means belonging to unified European civi- 
lization which could not be destroyed (even though it 
was greatly damaged) either by Hitler's fascism or Stalin- 
ism. 


Borko. It is possible to look at this problem in a slightly 
different way Two different approaches—political and 
historical-cultural—to the common European home are 
frequently confused in the debates about whether Europe 
should be “from Brest to Brest” or from the “Atlantic to 
the Urals.” We often think in yesterday's concepts when 


Frankly | see 20 problem in the fact that the USSR, as a 
participant in the common European home, is a Eur- 
asian country. After all, the principal obstacle to Tur- 
key's entry into the European Community is not that it is 
Asian, that its religion is Islam, but is rather that this 
country’s political system differs from that of the 
Western countries. The creation of relations of trust that 
must dominate in the common European home depends 
not on geographical location and the ethnic makeup of 
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of the European scenario up to the year 2000, what real 


January 1989. What 1s proposed mm the communique will 
last to the year 2000 and much will go into the new 
millennium 


We have not yet addressed the time factor, What is the 
tome estimate for the construction of the common Euro- 
pean home? For the sake of comparison, | remind you 
that « has already taken almost 40 years to form a 
“unified Europe” within the framework of the EC (1 start 
the count on 9 May 1950 when R. Schuman, France's 
minster of foreign affairs, made public the declaration 
on the creation of the European Coal and Stee! Commu- 
nity, but even today this is an unfinished building To be 
sure, the idea of the common European home does not 


1 personally believe that the time has definitely come to 
speak out about “Yalta” While we have revealed the 
essence of Stalinism and Stalin's crimes before his own 
and other peoples, we have until recently left aside his 
foreign political activity. Some authors, who are forced 
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saat guided all participants in the talk albert to varying 
Aegrees. In my view, cach of them acted according to the 
saying: “When in Rome, do as the Romans do.” 


yet attenuated rage of mortal combat, and the fervent 
ire to punish the vanquished aggressor | repeat that 
this is not a justification for Yalta, but is rather a 


“than the logical continuation of the impenal 
thinking that permeated “Yalta.” With the aid of this 
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doctrine, we did not so much shield the East European 
region from external influence as keep a close watch to 
see to it that there were no processes there that did not 
conform to the views of socialism that formed during the 
Stalinist years. Budapest, Berlin, Prague—all are tragic 
pages from the corresponding lesson that was taught to 
the unruly in varying form. 


I would very much like to think that they will remain in 
the past. In any case, this makes it possible to think 
about the development of modernization processes in 
Eastern Europe. Some 5-6 years ago, they would have 
been characterized as counterrevolution. We now take 
them into consideration even though any instability in 
any of our neighboring countries cannot fail to arouse 
alarm. The attempt to halt such processes, to interpret 
them in the old spirit would mean that the scenario of 
the common European home must be shelved. 


And when in the report of a Plenum of the CPSU Central 
Committee devoted to the party's ethnic policy I 
encounter a comparison by one of its participants of 
those in our society who move along the road of socialist 
renewal and those who intend to “turn in the direction of 
capitalism and bourgeois democracy, to introduce pri- 
vate ownership into the economy and multiple parties 
into the political system,” I catch myself thinking: such a 
contrastive and simplistic division throws us into a 
position of isolation in which we found ourselves for 
long years of Stalinism, the consequences of which we 
are reaping to this very day. If we slam the door on 
Europe, it will not be opened to us when we knock. 


Borko. The democratization process in our country 
cannot fail to be painful and the statement made by you 
reflects the feelings of the part of society that is either not 
ready to update its philosophical positions or that con- 
sciously rejects such updating. But we will hope that the 
new thinking and common sense will triumph. 


I would like to call your attention to the fact that the 
USSR Supreme Soviet, people's deputies, and leaders of 
the USSR foreign affairs ministry have several times 
expressed concern that the fulfillment of the mosi impor- 
tant part of the Vienna document of the Conference on 
Security and Cooperation in Europe relating to human 
rights may be slowed down because of the slow pace of 
the corresponding Soviet legislation. We will have to 
deliver a report on our progress in this area at the human 
rights conference to be held in Copenhagen in 1990. So it 
is that the construction of the common European home 
and the creation of a democratic state in our country are 
closely interconnected processes. 


Orlov. Our dialog is coming to an end, but I have the 
feeling we have left something important unsaid. We 
should say more clearly that the Europe of “Yalta” has 
exhausted itself. The Europe of “Helsinki” is being born. 
Another approach, other blueprints. The spiritual and 
political pluralism that is the soul of Europe is gaining 
more and more momentum. 


Borko. | believe that we have sufficiently clarified the 
new approaches to the construction of the common 
European home. At the same time, it is obvious that 
unless continuity is maintained, feverish imitation of 
construction can only harm matters once more. It is 
extremely important, and this has already been repeat- 
edly emphasized that the process has developed within 
the framework of existing European structures which, if 
we proceed from the criterion of stability, require 
gradual transformation rather than destruction. 
Returning to the “blueprints” image, it can be said that 
the builders will have to look at both new and old ones. 
If it 1s true that all time presents the world with tribula- 
tions, mankind is now experiencing not only the burden 
of critical problems, but also great hopes. Thus, taking 
both of these points into account, more wisdom will be 
demanded of the work superintendents of the common 
European home than in the past. 


Orlov. That is true. And their personnel—in the East and 
in the West—must in general expect that they will resort 
to mathematical formulas more frequently than to the 
elementary rules of the game of dominoes. And we wish 
ourselves, i. ¢., all Europeans, that the year 1990 wall 
bring us to the next important point: Helsinki-2. What- 
ever the case, it is the year of the horse. 
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MEMO’S QUESTIONNAIRE 


Soviet Enterprises’ Foreign Relations 

904MO0008F Moscow MIROVAYA EKONOMIKA I 
MEZHDUNARODNYYE OTNOSHENIYA in Russian 
No 1, Jan 90 pp 59-65 


[Conclusion of article begun in No 11, 1989] 


[Text] The MEMO editors’ questionnaire was answered 
by: Igor Pavlovich Faminskiy, doctor of economic sci- 
ences; professor; director, All-Union Scientific Research 
Institute of Foreign Economic Relations, State Foreign 
Economic Commission, USSR Council of Ministers; and 
Ivan Sergeyevich Korolev, doctor of economic sciences; 
professor; deputy director, Institute of World Economics 
and International Relations, USSR Academy of Sciences. 


Question. The foreign economic activity of enterprises, 
associations, and organizations is a most important com- 
ponent of radical economic reform. The December (1988) 
decree of the USSR Council of Ministers that addressed 
important problems in the organization of foreign eco- 
nomic relations and in increasing their effectiveness was 
called upon to intensify this activity. Under present con- 
ditions is it really possible for enterprises to fully exercise 
the rights they have won in the area of foreign economic 
relations? What objective and subjective constraints exist 
here? How do you evaluate the present role of branch 
ministries? What kind of changes must be made in 








relations between enterprises, branch ministries, and cen- 
tral organs of management to make enterprises’ foreign 
economic relations more effective both for themselves and 
for the national economy as a whole? 


I. Faminskiy. In my opinion, the granting of all enter- 
prises the right of independent access to the foreign 
market wil! not only promote the solution of concrete 
problems confronting our economy. I see something 
more in this, specifically an important means of com- 
bating monopolism in the nation. 


As regards the actual entry of enterprises into the foreign 
market, the procedure is extremely simple: all enter- 
prises have to do is to register with the USSR Ministry of 
Foreign Economic Relations or its local representatives. 
Following the commencement of the foreign economic 
reform in 1986, foreign trade firms were created at a 
number of large enterprises having the access to the 
foreign market. Naturally, such firms need not be cre- 
ated at every enterprise. They are obviously needed only 
where there is large foreign trade turnover. 


However all enterprises have the opportunity to carry 
Out operations through already existing foreign trade 
Organizations: branch organizations under industrial 
munistries, all-union associations that remain in the 
Ministry of Foreign Economic Relations system, and 
through republic associations. Now there are also new 
foreign trade organizations, in particular, various kinds 
of foreign economic associations. The question of cre- 
ating trade firms arises. Enterprises now have the possi- 
bility of choosing a trade intermediary that will offer 
them the best terms. 


The experience of recent years, given the coexistence of 
branch foreign trade organizations and foreign trade 
firms of enterprises, shows that certain contradictions 
arise between them. Associations of ministries, most of 
which have been created on the basis of former associa- 
tions belonging to the Ministry of Foreign Economic 
Relations, are trying to get their hands on all basic 
foreign trade operations of the branch, while foreign 
trade firms naturally want to take a more active part in 
the activity of their enterprises. 


We should obviously modify the functions of branch 
foreign trade associations so that they serve the enter- 
prises that do not have their own organizations and so 
that they also study the market, conduct marketing 
research, conduct price work and thereby assist all 
branch enterprises. At the same time, it is necessary to 
create conditions for expanding the foreign trade activity 
of large enterprises that are in a position to manage their 
own affairs in the foreign market, that can have their 
own foreign enterprises, etc. Their foreign trade firms 
can serve their own enterprises. 


In the press in recent time, one can find pronouncements 
that the right of enterprises to enter the foreign market is 
restricted by the 7 March 1989 decree that introduced 
the licensing of foreign trade operations. But licensing is 
extended to a limited circle of goods (practically only to 
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exports of raw materials) and its introduction was in my 
opinion correct for two reasons. We should not expand 
the circle of organizations trading in raw materials since 
large sales or purchases of raw materials are economi- 
caliy more effective. What is more, under the present 
system of prices, individual enterprises or cooperatives 
in the nation can speculate on the difference between low 
internal wholesale prices on raw materials and signifi- 
cantly higher external prices. As regards exports of 
finished products, no manner of licenses are needed 
here. 


The main obstacle to the expansion of exports of the 
finished product was obviously not state regulation but 
the fact that enterprises still could not freely dispose of 
their own products. Operative here are not only the state 
order [goszakaz], but also contracts on sales to internal 
customers that were frequently concluded under pres- 
sure from above. As a result, enterprises are left with 
virtually no products that could go into the world 
market. I think that this is the main problem today. 


The fact that all types of products, including producer 
goods and especially machinery and equipment, are 
scarce in Our country, are scarce in Our country is a real 
limiting factor in increasing exports. | know of many 
instances where our enterprises could expand deliveries 
of their products to the world market and even to the 
developed capitalist countries, but they cannot do so 
because their products are scarce inside the nation and 
they are not allowed to increase their deliveries overseas. 


I. Korolev. Before talking about the rights of enterprises 
in the foreign economic area, we must resolve the 
question of the role of foreign economic relations in the 
Soviet economy. The traditional role of these relations 
for us was that they enabled us to obtain scarce products 
or goods that we ourselves cannot produce. Exports are 
for us only the means of earning the currency we need for 
imports. As a rule, exports are quite burdensome to the 
nation as a whole, to the branch, to the individual 
enterprise. Unlike all other countries whose enterprises 
and firms are interested in selling to the world market, 
exports acquire a forced character for us. In some cases, 
we sell at any price, at any production costs just as long 
as we can obtain the foreign currency that we so urgently 
need. And this situation is not changing as yet. 


One more negative phenomenon is seen with the entry of 
enterprises into the foreign market. Enterprises sell so 
that they themselves can buy abroad. Imports remain an 
end in itself, not within a national framework, but within 
the framework of the enterprise. 


The fragmentary nature of our economy is intensified 
thereby. Industrial consumer goods (cars, refrigerators, 
television sets, petroleum products) in particular are 
frequently exported despite the fact that they are in 
extremely scarce supply in the internal market. Our 
enterprises produce goods under duress. They are forced 
to do so by their plan (state order), by their desire to 
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obtain needed scarce items in exchange for their prod- 
ucts, etc. Foreign economic relations do not improve this 
situation. Until our enterprises are motivated to produce 
for the internal market, they will not learn how to work 
in the world market, and the effectiveness of foreign 
economic relations to the national economy will be low. 


The 7 March 1989 decree of the USSR Council of 
Ministers, which provides for the licensing of a consid- 
erable part of the exports and imports, is evoking unfa- 
vorable criticism on the part of enterprises. But after all, 
licensing is a practice that exists in all countries, even 
including the most highly developed countries. I see the 
shortcomings of our system of state regulation of foreign 
economic relations to lie in the following. Many agencies 
(including the Ministry of the Petroleum Refining and 
Petrochemical Industry, Ministry of the Timber 
Industry, etc.), that are naturally guided not by national, 
but by branch interests are vested with the right to issue 
licenses within the framework of a certain product mix. 
Almost all licensing organizations engage in foreign 
trade and commercial activity themselves (or through 
associations subordinate to them). Such a combination 
of regulatory and commercial functions cannot be con- 
sidered normal. 


It is my view that branch ministries should be excluded 
from the regulation of foreign economic rei .tions. This 
should be the exclusive function of the Ministry of 
Foreign Economic Relations. This is the order that has 
been adopted throughout the entire world and this is a 
natural condition to the combination of the interests of 
enterprises and the state. But this requires that the given 
ministry Cease to engage in commercial activity and to be 
responsible for the export-import plan. 


There is something else that is important. But in order to 
prevent miscalculations, it is necessary to have a suffi- 
ciently large and qualified apparatus of several hundred 
persons, each of which could correctly decide on the 
licensing of export-import operations at his level. This is 
also customary throughout the entire world because it is 
impossible to make provision in the law for all contin- 
gencies in foreign economic relations. But the most 
important point is that most decisions should be 
decided, not at the very top—by the USSR Council of 
Ministers, but by middle management. 


Question. How in your view should the currency earned by 
enterprises be distributed between their own resources and 
centralized capital? Are the enterprises’ rights to dispose 
of currency sufficient? Do enterprises need hard-currency 
deductions [valyutnyye otchisleniya]? 


I. Faminskiy. In my view, hard-currency deductions are 
the most important incentive for enterprises to develop 
export activity. When they do not have substantial 
restrictions on the use of resources in rubles, when they 
can obtain credits quite freely, finding additional 
resources in rubles presents no problem to them. And at 
the same time, enterprises are frequently unable to 
purchase what they need for rubles in the internal 
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market. Therefore it is so important for enterprises to 
acquire currency, especially freely convertible currency. 


They can acquire the necessary equipment as well as 
goods for the work collective’s needs. 


The question of hard-currency deductions and of cre- 
ating enterprise currency funds was decided in the 
August 1986 decree that launched the reform of foreign 
economic relations. The 2 December 1988 decree signif- 
icantly expanded the rights of enterprises to create and 
use hard-currency deduction funds. While in the past 
enterprises received these funds only at the end of the 
calendar year, they new receive them immediately. What 
is more, while enterprises previously received practically 
no foreign currency and did not enjoy the right to use it, 
they are now entitled to keep real currency in their 
accounts and to draw interest on it from the Vneshek- 
onombank [Foreign Economic Bank]. 


Enterprises can expend the available currency indepen- 
dently on the production-related and social needs of 
collectives. The 2 December 1988 authorized the use of 
part of hard-currency deductions in freely convertible 
currency (10 percent) for the purchase of consumer 
goods for work collectives. It was later decided in 1989 
and 1990 that enterprises have the right to spend up to 
25 percent of their earnings in freely convertible cur- 
rency for these purposes. As regards currency in trans- 
ferable rubles, there are no restrictions whatsoever and 
enterprises can use all of them for the needs of their 
collectives. Wholesale trade fairs are held to help enter- 
prises with transferable rubies to purchase the goods they 
need. 


The size of norms governing hard-currency deductions 
for enterprises is significant. They have been established 
for the current five-year plan, and it has been decided to 
leave them alone for the time being. What should these 
norms be in the next five-year plan? The main point here 
is that the norms should be established at a level that will 
ensure the foreign exchange cost recovery of enterprises. 
Now, unfortunately, a large part of the enterprises in 
branches—especially the machine building branches, of 
the manufacturing industry—cannot get by without cen- 
tralized currency funds. 


The hard-currency deduction norms are established for 
ministries. However it would be more correct to differ- 
entiate these norms not by branch but by commodity. 
Moreover, this should be done in such a way as to 
stimulate the production of finished goods, machinery, 
and equipment first of all. At the same time, it is 
probably incorrect that currency payment norms have 
not been established in general and that enterprises have 
practically no motivation to increase exports. These 
norms should also be established for raw materials since 
the extractive branches must also acquire equipment and 
goods for the stimulation of work collectives. 


What is the nature of relations between enterprises and 
ministries from the standpoint of the use of earned 
currency? Under the present system, ministries may 
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incorporate 10 percent of the hard-currency deductions 
in their funds. But in actual fact, some ministries take 
still more from the enterprises and there is frequently an 
objective basis for doing so. For example, ia a number of 
chemical ministries there are enterprises that use 
imported equipment. Some of them, situated in the 
vicinity of frontiers, export products, while other enter- 
prises of precisely the same type do not export simply 
because shipping in unfeasible. However, enterprises in 
both categories have an equal need for currency. 


The question of distributing currency earnings between 
enterprises and the local authorities also arises. 
According to the 2? December 1988 decree, enterprises 
must contribute five percent of their currency earnings 
to the latter. However, one can also hear that this is not 
enough to solve local socioeconomic problems. In a 
number of cases, it might be feasible to raise this share. 
This applies to currency earnings from exports of not 
only finished products but of raw materials as well. To 
date, however, the regions where the raw materials are 
extracted, the regions that give us most of our currency 
earnings, receive virtually no payments in foreign cur- 
rency. Perhaps we should also think about seeing to it 
that enterprises in the raw material branches transfer 
part of their currency earnings—something in the nature 
of a lease payment—-to the local authorities. 


The question of barter is connected with currency pay- 
ments. Very many enterprises in our country would like 
to conduct relations with their foreign partners on a 
barter basis. But this means that the enterprise receives 
100 percent currency earnings because it uses all earned 
currency to acquire goods from its partner. Barter is now 
allowed in border and coastal trade and in commodity 
exchange transactions of trade enterprises. In other 
cases, special authorization 1s required. It is evidently 
necessary to expand the respective rights of enterprises 
that have partnership relations with foreign enterprises 
on the basis of specialization and cooperation. 


I. Korolev. The question of hard-currency deductions is 
in my view very debatable because on the one hand they 
create an interest in exports, while on the other they tend 
to isolate foreign economic relations from the national 
economy and to create something in the nature of export 
enclaves. The practice of hard-currency deductions 
exists only in socialist countries. Under the tight cur- 
rency constraints that followed World War II, exporting 
enterprises in Western Europe and Japan surrendered all 
their currency from exports to the state. In our day, the 
developed countries carry out most of their exports in 
national currencies. The developing countries, where 
currency restrictions exist, usually surrender all their 
currency earnings. 


In the Soviet economy, the system of hard-currency 
deductions discriminates more against the internal 
market than the external market. In my view, it 1s 
necessary to choose: either abandon hard-currency 
deductions altogether and stimulate exports through a 
lower exchange rate for the ruble, lower tax rates, cic., or 
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expand the system of interna! transactions for foreign 
currency within the country so that enterprises, organi- 
zations, and collective farms that produce quality goods 
and services (from the standpoint of the world market) 
could be plugged into this system not only for export but 
for internal consumption as well. 


It is essential to define the model of our inclusion in the 
world economy and the optimal combination of the 
policy of export orientation and import replacement 
[umportozameshcheniye]}. Given the impoverished posi- 
tion of the internal market, the forcing of exports at any 
price is hardly justified. Penetration of the world market 
entails substantial costs and takes a considerable time. 
With our enormous internal demand, the policy of 
import replacement may, especially in the period of 
transition, produce a ceriain economic return and raise 
the population's living standard. The national economy 
may become more export oriented as the internal market 
is saturated. This does not mean that we should not try to 
develop the export base now. But this must for the most 
part be preparatory work directed toward finding future 
export niches in the world markct. 


A certain increase in emphasis in the direction of import 
replacement requires change in the planning of the 
general rates and proportions of development of foreign 
economic relations and in the goals and methods of 
regulation of foreign economic activity of Soviet enter- 
prises (in particular, the stimulation of import replace- 
ment). 


Question. How do you relate to the idea of an internal 
currency market? What are its possible “pluses” and 
“minuses?” 


I. Faminskiy. Very positively. Already in the near future 
we can create a currency market inside the nation 
through currency auctions at which enterprises will sell 
currency for the freely forming exchange rate. However 
under conditions where enterprises do not need rubles, a 
situation about which I have already spoken, there is as 
yet no one desiring to sell currency at auctions. The 
question therefore arises that currency from centralized 
funds should be spent on this. 


At the present time, centralized currency funds are 
simply distributed between enterprises that bear no 
actual responsibility for the use of the currency (it is 
known that we have more than 4.6 billion rubles’ worth 
of uninstalled equipment that was purchased for hard 
currency). It might therefore be more correct if enter- 
prises obtained their currency at currency auctions. They 
would then unquestionably be used more effectively. 


It is possible to create a real currency market with the aid 
of currency auctions. Of course, the exchange rate of 
foreign currency will initially be several times higher 
than the official rate. But with an increase in the quantity 
of the supply of currency, the exchange rate of the ruble 
will become more realistic. With the development of 
currency auctions in the future, 1t would be possible to 
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allow joint ventures that would enable them to address 
the question of foreign exchange cost recovery. 


I. Kerolev. In principle the cxpansion of the practice of 
conducting transactions in foreign currency within the 
nation (and such practice already cxists on a limited 
scale) may be positive. With the aid of such operations, 
we will promote the development of the internal market. 
Many enterprises will be able to carn foreign currency by 
delivering goods to Soviet enterprises. The prices in 
foreign currency will be low and the demands on quality 
will be higher because the owner of the currency will be 
able to choose where to buy: from Soviet enterprises or 
from foreign countries. 


From a technical standpoint, transactions could be car- 
ned out in special accounts im state and other Sovict 
banks in foreign currency or in foreign-cxchange rubies. 
Such a system would have an advantage over the well- 
known “Berezka™ shops in that any organization, any 
enterprise producing competitive goods could carn cur- 
rency in this way. Such a system would be a good school 
for our enterprises in the demands of commerce and of 
the market. The drawback of this currency market is that 
it undermines confidence in the ruble. Therefore if a 
decision is made on the broad development of the 
internal currency market, additional measures must be 
taken to normalize the situation in our monctary system, 
to take superfluous rubles out of circulation, and to 
monitor the emission of moncy, which in itself would be 
in keeping with the country’s socioeconomic interests. 


Question. What in your opinion should be the nature of 
state support for enterprises establishing direct foreign 
relations and the functions of central foreign economic 
organs’ How do you evaluate the present state of advisory, 
informational, and intermediary activity in this area’ 
What are the possibilities of tax, credit, and customs 
policy here? 


1. Faminskiy. Unfortunately, aid of state organizations to 
enterprises entering the forcign market is as yet negli- 
gible. We have not established a system of information 
services for enterprises, nor do we have a truly organized 
advisory service. Enterprises have practically no infor- 
mation about the state of markets or about market 
prices. Information from the sizable foreign trade appa- 
ratus overseas (trade delegation) accumulates im the 
central agencies. There are occasional attempts to charge 
enterprises for the most elementary information 


The Chamber of Commerce and Industry has unfortu- 
nately still not organized advisory and information ser- 
vices for enterprises entering the world market. The 
attempt is made to fill this breach with cooperatives that 
charge fabulous prices for information that state organi- 
zations can and should provide entirely free of charge 


In audition to advisory and information services, it is 
necessary to create a system for stimulating the foreign 
economic activity of enterprises. Such a system, in 
addition to hard-currency deductions, should include 
measures to develop an export credit system. Something 


is already being done im thes direction. However we do 
not have the same kind of credit system that cxists im 
Western countnes. We must create such a system that 
would make possible for enterprises enicring the 
external market to obtain immediate funds from banks 
for goods delivered for export 


The question of long-term credit is extremely urgent. For 
the delivery of machinery and equipment, especially in 
the form of integrated systems, usually on the basis of 
long-term credit, enterprises receive moncy—cspecially 
hard currency—only after a long time. We must think 
about a credit system that would interest enterprises in 
supplying machinery and cquipment to the foreign 
market. 


The insuring of export credits 1s a special problem. In all 
developed countnes, there are systems for msuring such 
credits and there are special organizations for this pur- 
pose. One of the oldest 1s in Great Britam: the export 
cred’ underwriting department. Export-import banks 
perform similar functions in the USA and Japan. We 
also need a system of imsurance of cxport credits that 
would insure against various msks—cconomuc, political, 
and other. Certam steps are being taken mm this direction. 


Regulation at * strmulation of fore'gn economic activity 
must also be carned out with the aid of taxes. Unfortu- 
nately, however, we do not regulate the foreign economic 
activity of enterprises through taxcs. This question can 
be resolved only when @ system of tax regulation of 
enierprises 1s created in general. 


Customs regulation must play a more active part. The 
level of our duties is extremely low and this system does 
not have a real impact on mmports of various goods. New 
customs tariffs are now being developed, but they 
encounters such an obstacle as internal wholesale prices. 
In a number of cases, internal prices are extremely low 
compared with foreign trade prices. Therefore, in order 
to exer @ serious impact on the purchase of goods in 
foreign countries, duties must be very significant. But 
the reaction of the world community will hardly be 
favorable if we fix duties at 200-300 percent, for 
cxample. It must be thought that the planned wholesale 
price reform will bring our internal prices closer to world 
prices and that we will then be able to establish duties 
that will exert a real influence on trade. 


1. Korolev. State support for enterprises engaging in 
direct foreign economic relations require special atten- 
tion. Such support has existed and continues to exist in 
all countrnes of the world. It 15 st:ll more necessary under 
our conditions because Soviet enterprises are largely 
unacquainted with the external market. | would take the 
system caxrsting in the Federal Republic of Germany asa 
model of state support im the area of foreign trade 
information. That country’s federal foreign economic 
information service (which operates within the frame- 
work of the Ministry for Economics) has tens of qualified 

ts in practically all nations of the world, the 
FOREIGN TRADE HERALD (newspaper) is published 








regularly (five umes a week), manuals and surveys on 
individual countnes and markets are pernodically pub- 
lished. and information 1s furnished on the possibilities 
and requirements of the foreign trade market and firms 
mm the Federal Republic of Germany. 


As regards tax, credit and customs policy, we can also 
call upon world cxpernence for the use of these levers in 
regulation in both internal and external economic 
activity. Tax breaks for exporters, credits at reduced 
rates, cic., are common practice. But the transfer of this 
expenence directly to our conditions is relatively inef- 
fective. This ts primarily because we do not have the 
monctary mechanism proper and our enterprises fre- 
quently do not know what to do with the funds they 
already have in rubles. All market instruments—tanes, 
credit rates, customs duties—<an be beneficial only if the 
country’s monetary mechanism is functioning normally. 
Otherwise these levers lose their meaning. 


Question. Now a few specific questions about joint ven- 
tures. Material-technical supply is 20~ one of their most 
difficult problems. What are the possible avenues of 
solving them’ 


1. Faminskiy. Indeed, the problem of materal-technical 
supply is one of the most difficult problems in the 
activity of joint ventures. It is now, possibly, not so acute 
because there are as yet few enterprises that use raw 
matenals But this problem will unquestionably become 
very acute when their number increases. It was initially 
planned that joint ventures would be supplied through 
foreign trade organizations. But it soon turned out that 
the latter were unable to supply joint ventures because 
they were assigned the plan target of developing exports 
and carning hard currency and not of serving the internal 
market. 


All hopes are placed in the development of wholesale 
trade. However we do not actually have wholesale trade. 
There remains one path that is presently used by joint 
ventures: supply through the ministnes under «ose 
auspices the Soviet participants in a jomt venture 
operate. Anu as long as these ventures are not so 
numerous, the ministries have assumed responsibility 
for supplying them with the necessary raw materials and 
supplies. It ts obviously necessary to take into account 
the needs of joint ventures into in the process of com- 
piling the material-technical supply plans of the vanous 
branches 


There ss also another path where territorial material- 
technical supply organs take into account the needs of 
jownt ventures and will accept orders for the raw mate- 
nals and supplies they need. It will also probably be 
possible to secure the 100-percent guaranteed supply of 
jot venture on the condition that they participate in 
the fulfillment of the state order [goszakaz}, naturally on 
a strictly voluntary basis 


1. Korolev. The material-technical supply of joint ven- 
tures, like the modification of our economy's system of 
material-technical supply in general, is a key question. It 


JPRS-LWE-90-005 
19 June 1990 


seems to me that one of the ways of solving it 1s to 
stimulate the creatvon of joint ventures and to attract 
foreign companies to our circulation sphere—wholesale 
trade, banking. At the same time, we musi not impede 
(as 1s presently the case) but stemulate transactions in 
rubles with jyount ventures and forcign companies oper- 
ating in the USSR. Foreign enterprises will be abic to 
obtain profits from the sale of products on Soviet terr- 
tory, to reinvest profits in rubles im other enterprises 
(including those that are onented toward export), and 
ultsmately realize a profit in hard currency. At the same 
tuume, such investments im the circulation sphere would 
promote the development of the internal markei in the 
USSR. 


In my view, there ts promuse v1 the creation of large joint 
plants in the manufacturing industry, for example, an 
automotive plant with the Italian Fiat concern, a plant 
for manufacturing tools using Soviet diamond grit with 
the Swedish SKF concern, etc. This requires, inter alia, a 
rehable guarantee of material-technical supply of such 
enterprises, including special hard currency funds. 


These costs will be recouped by our side. The effect of 
joint plants 1s incomparable with the surrogate of joint 
ventures (for the most part, intermediary) that have 
developed in our countnes and especially with dubious 
projects in the area of petrochemustry: 


Tobolsk, Nizhnevartovsk, Tengiz. 


Question. What do you think about the present practice of 
resolving social issues in joiat ventures’ What difficulties 
exist here and how can they be surmounted? 


I. Faminskiy. 1 do not think that joint ventures have any 
particular difficultics im these areas. The 2 December 
1988 decree entitled them to decide labor organization 
and wage questions themselves. The level of pay in 
existing joint ventures 1s higher than at ordinary Soviet 
enterprises. Joint ventures are permitted to have their 
own social development fund and therefore, since their 
income is quite high, they are able to create for their 
workers the necessary conditions by building housing, 
children's institutions, polyclinics, rest homes, etc. |! 
think that if questions do arise, they will arise only in the 
beginning stage and that the joint ventures will be able to 
deal with all these Guestions. 


I. Keroley. The solution of jownt ventures’ social prob- 
lems is a very complex question, the answer to which 
would take a great deal of space. The condition to solving 
these problems is giving all Soviet enterprises the same 
rights as joint ventures 


There is no other way. If Soviet enterprises do not have 
such nights, social difficulties are inevitable. 











joint venture does not resort to the significant imports of 
raw materials or parts from abroad, then a small quantity 
of hard currency will in general be required to resolve 
currency problems, i. ¢., to transfer part of the profits 
and part of the specialists’ incomes. This figure may 
amount to only 10-15 percent of the gross income of 
joint ventures, and perhaps even less. The principle of 
foreign exchange cost recovery docs not exclusively 
onent them toward export. 


At the same time, | think that we should encourage joint 
ventures to enier the external market. If they work only 
for the internal market, under the conditions of gencral 
scarcity, the lowering of the quality of products produced 
by them is entirely possible. 


Therefore, any part of it must necessarily be exporied. 
But on the whole, it cannot be considered that joint 
ventures are to any degree oriented toward exports. They 
rather tend to be oriented toward the internal market. 


The creation of joint venture zones also presupposes that 
the enterprises in these zones will work not for export, 
but primarily for the internal market. Only those of them 
that raise the degree of processing of raw materials 
delivered for export can be entirely oriented toward the 
external market. The hard currency earned by them may 
be used to defray the hard-currency expenditures of joint 
ventures or foreign enterprises on the zone that work for 
the internal market. 


I. Korolev. | believe that the principle of foreign exchange 
cost recovery promotes the isolation of foreign economic 
relations from the entire national economy. We will be 
able to attract foreign capital to joint ventures only if we 
make it possible to bring the product to our internal 
market. This 1s what we ourselves are primarily inter- 
ested in. But there is one problem here: our lack of hard 
currency for transferring profits abroad. 


At the same time, the use of the old system for attracting 
credits, where we assume all the risk for their repayment 
is still more burdensome. Nor can we use credit transac- 
tions to eliminate our isolation from the world market. It 
seems to me that the question of attracting foreign 
capital needs serious correction. I see the solution to the 
question to lie in answering the fifth question, as I have 
already sand. 


If we stimulated transactions with foreign enterprises in 
rubles, if we stimulated the creation of joint ventures in 
the circulation sphere (wholesale trade, banking), we 


would thereby give foreign enterprises the possibility of 
solving for themselves the problem of realizing profit on 
the basis of their own initiative and their own nsk. In 
this way, we would lighten the burden of our forcign 
indebtedness and join more intensively in world eco- 
nomuc relations. 


Such a path is preferable to the creation of free or special 
economic zones. The advantage of opening up the 
nation’s entire market compared with enclave zones is 
that we give all Soviet enterprises and all regions the 
opportunity to borrow progressive knowhow, to gain 
access to technology with due regard to specific local 
conditions. To the foreign investor, access to the market 
is also much more preferable than investments in closed 
zones even if they are called free. 
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historical sciences; department head, USSR Academy of 
Sciences International Labor Movement Institute] 


[Text] The topic proposed for roundtable discussion 
should probably be understood as “coexistence for integ- 
rity” and should naturally be accompanied by a question 
mark. In other words, is the present “coexistence” 
leading to what has for some time generally been referred 
to as the “convergence” of the two world systems? And is 
“convergence,” if this word has any meaning, in turn 
ieading to “one world”: a world without wars, perhaps a 
world without serious conflicts, or even a world without 
State borders. 


Let me say from the very beginning that “convergence” 
is a term that has always made me somewhat uncasy 
when it was applied to social systems. It is more or less 
clear what convergence means in biology from whence 
this term came into social science together with many 
others by virtue of the age-old penchant of the social 
sciences for biological illustrations. But could it not have 
come from medicine (toward which social science is also 
not indifferent, especially where social pathology is con- 
cerned): here it means focusing the eyes on the bridge of 
the nose! 


As we know, biological convergence means likening the 
structure and/or function of two phylogenctically dif- 
ferent organisms on the basis of similarities in their 
habitat. Dolphins and ichthyosaurs, pteranodons and 
bats, etc. The reference is essentially to the likening of 
individual organs or systems of organs where the most 








“obvious” cases of convergence are connected with the 
outward similarity of representatives of the animal or 
plant world, i. ¢., similarity of what is most striking. It is 
possible and sometimes useful to talk of such conver- 
gence in regard to social systems as well. It is possible to 
find any number of examples of unexpected similarities 
in societies that are verv distant from one another in a 
chronological and territorial sense. City-states of all 
times and peoples, but also all empires, ctc., resemble 
one another to a greater or lesser degree. Financial 
systems, the organization of armics, monasteries, and 
various religious cults—all these and many others also 
have a certain natural minimum similarity. It is also casy 
to find instances of “stnking™ similarities that are cach 
time the result of specific factors. 


The two “world systems” are from the outset also similar 
in a large number of ways. We must have a very firm 
orientation toward their differentiation in value terms. 
toward the perception of their paths as diverging in the 
foreseeable future, in order to consistently ignore cle- 
ments of similarity and attributing them—at best—to 
useless survivals. The natural reaction to such blindness 
or more precisely to such dazzling was to emphasize the 
derivative, random nature and brief historical duration 
of real and imagined differences between the systems. 
For long years, the half-worlds were frozen in the recip- 
rocal rejection of one another even though they rejected 
one another in different ways. 


The confrontation of the two systems, each of which is in 
its own way predisposed toward messianism, has in cach 
of them been accompanied by the emergence of such 
structures in the area of administration, in military 
organizational development, and, to some degree, in the 
economy, which, if they have not copied the corre- 
sponding structures of the adversary, they have at least 
taken them into account. If we continue the chain of 
biological associations, this is not so much convergence 
as something resembling symbiosis involving the pro- 
gressive adaptation of organisms that are are forced 
coexist to one another. It was specifically this kind of 
development that became the ground necessary for dis- 
cussing “convergence” in the "60s. The possibility that 
was noted then concerning a certain degree of improve- 
ment in relations between the two military-political 
blocs and their political and economic “normalization” 
proved to be a sufficient ground. 


Specifically the latter ground, that is sufficient so that 
convergence could change from a more or less useful 
category for analyzing world politics into a value and 
only therefore—into theory, is in my view not truly 
sufficient in a conceptual sense. 


The fact of the matter is that the “convergence” of the 
two systems and the “normalization” of relations 
between them are not consecutive stages of the same 
process which is directed, as is sometimes assumed, 
toward the recreation of a “single world” in the sense 
indicated above. Nor are they complementary elements 
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of such harmonious development. Nor are even any of 
them synonymous with such development. 


I think the stumbling-block lies in the abstractness 
and/or indistinctness of the concept “world systems” 
(“capitalist” and “socialist” systems, respectively). | will 
not go into the question of what the capitalist and 
socialist economic systems are. | will only say thal no 
matter how they are defined, “world systems” are defi- 
nitely something different that exists at another Ievel of 
social existence and that performs other functions in the 
world politico-economic system. This ts the first circum- 
stance. The second and no less important circumstance 
is that the genesis of “world systems” and their function 
in the world community are different things even if the 
genesis is not exclusively connected to the realization of 
a certain formula of economic relations, but is regarded 
as a phenomenon on a broader—civilized—plance. 


The “systems” that were discussed in the context of 
convergence are complex formations associated with one 
another in which ideology, economics, administration, 
and politics act in not entirely undifferentiated unity. 
Together, if you will, they even comprise a certain 
two-in-one whole that has structured not only “sub- 
systems” that are opposed to one another, bul to a 
considerable degree, the world community as well. The 
two “world systems” appeared to the world and ulti- 
mately to one another as well in the form of the two 
military-political blocs headed by the superpowers. And 
the crisis we are presently secing is a crisis not simply of 
the abstract “world” or “socioeconomic” syustems, but 
is a crisis of systems in military-political blocs. 


In the last 2-2.5 decades, the “bipolar conflict” —if it can 
be called this—model of interrelations of the two powers 
that are the leaders in a military and political respect and 
that compete ideologically in the “world cultural 
market” more and more obviously contradicts the char- 
acter of world development. In the given instance | refer 
not so much to the buildup of arms to a level that is 
absurd from the standpoint of political goals and conse- 
quently to the growing awareness of this absurdity, 
which is frequently discussed in this regard, as to some- 
thing else, specifically the shifting of centers of gravity in 
an economic and political, including military-political, 
respect. 


Finally the absurdity of overarming has been obvious for 
quite a long time, but this has not prevented the partic- 
ipants in the so-called arms race from continuing it. Why 
this is SO 18 a Separate question that requires special 
examination. | would only like to emphasize here that a 
certain degree of controllability and the incomplete 
predictability of change in the correlation of forces in the 
face of rigid confrontation (“brinkmanship™) that 
became a unique part of the logic of the model which is 
nevertheless oriented, it must be adnutied, toward the 
maintenance of global stability under concrete cond)- 
tions characierizing the first postwar decades 
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The model was, of course, a conflict model, but a real 
large-scale conflict (of the type that might have occurred 
in the auturrin of 1962) would be evidence of its failure 
The concrete historical approach is specifically impor- 
tant here: from the late “40s to the carly “60s, a certain 
clement of indeterminacy in some measure balanced the 
two powers with equal responsibility, but with by no 
means equal military-strategic potential, that acted in 
the world arena as if in different measurements. And this 
same indeterminacy im this concrete situation helped to 
stabilize relations within the two blocs by reducing 
conflicts between their participants to a minimum. The 
main stabilizing function of the model was thus that i 
made it possible for blocs to “freeze” the natural conflict 
development of policy in “their” geopolitical regoons and 
at the same time to influence the situation beyond their 
borders. 


The situation begins to change with the very rapid 
“normalization” of the conflict model that showed dan- 
gcrous unrehability in 1962. “Normalization™ stabilizes 
relations between the two leading powers, but—the other 
side of the coin—weakens discipline within the blocs, 
provoking heresy and secessions. There was a spurt in 
the arms race under these conditions. It was specifically 
then that the two leading powers became superpowers, 
that did not have any great need for allies, with a surplus 
potentiall that was many fold, each of which was capable 
of opposing or destroying (') not only any possible 
coalition but also the entire world. 


As differences in real potentials decrease and there is 
increased awareness about one another's possibilities 
and intentions, in a word, as the situation becomes more 
predictable, it is symbolized by the idea of “guaranteed 
mutual destruction” and strategic parity that under the 
new conditions reflected the same, albeit modified, 
imperative of strategic stability in the face of the still 
indisputable dominance of the two leading military- 
political centers. 


It was specifically military-political bipolarity, as it 
formed in the postwar period, that corresponded less and 
less to the character of the demographic, economic, and 
technical development of the modern world. The center 
of gravity on a demographic plane is shifting away from 
the sphere of traditional confrontation of the two sys- 
tems. In 1950 32.9 percent and in 1983 24.8 percent of 
the world’s entire population lived in the so-called devel- 
oped countnes (countries in the “center” and “semipe- 
riphery” of world economic development). The expecta- 
tion 1s that these same countnes will be inhabited by only 
21.4 percent of the planet's population by the year 2000 
even though it is probable that the “semuiperiphery” will 
be expanded somewhat on the basis of the new industrial 
countries. On an economic plane, the hegemony of the 
USA in its “own” zone is increasingly disputed, while 
the other bloc 1s entering the period of economic stagna- 
tion and crisis that is particularly deep in the USSR 


On the whole, the aggregate share of the USA, the USSR, 
the EC. and other developed capitalist and socialist 


countnes in the world GNP declined from 81.3 percent 
im 1960 to 72.2 percent in 1980. Finally. om the late “70s 
and carly “80s technical progress, which also affected the 
armaments sphere. called into question the sagnificance 
of tradsional strategic arms, first, for marntaming stable 
mulitary-strategic parity of the two icading powers, and 
second, for maintaining the indisputable dominance of 
these powers im the world im the past and perhaps of 
powers in the traditional sense im general 


While the nature of strategic arms of the future is as yet 
unclear, nevertheless the destruction of the qualitative 
barner between conventional and nuclear weapons on 
the one hand; between the narrow cine of great powers 
and the amorphous mass of various kinds of “forces” — 
possibly not only state forces capable of claiming to solve 
strategic problems, on the other hand Icads to unpredict- 
able consequences. And this at a time when 1 was 
specifically the overaccumulation of nuclear arms that 
guarantees, as it 1s beleved, collective self-destruction, 
im principle is capable of not only excluding its use but 
also of dispelling fear of it, as was the case with chemical 
and bacteriological weapons during the years of World 
War Il, which did not prevent conventional military 
operations. Nor should i be forgotten that nuclear 
weapons are a kind of “gold reserve” of the countries 
possessing them, the dimensions are not the last factor in 
determining a country’s weight in international rela- 
tions—sometimes in opposition to other factors. The 
relative devaluation of this “reserve” will mmevitably lead 
to serious changes in the structure of the world order 


The next bref period of destabilization of relations 
between the two superpowers in the late “70s and carly 
“BOs, which had both objective and subjective reasons, 
comcded with the general long-term destabilization of 
the system of relations between countries and groups of 
countries for a large number of parameters on a global 
scale. It was specifically under these conditions and 
against this background that the neat “cold war” 
between the two leading military-political centers began 
to be perceived as especially dangerous 


The leading powers, inter alia, bear the heavy load of 
global obligations adopted in another sociocultural, eco- 
nomic, and military-political situation whereas the con- 
crete situations to which the action of these obligations 
extend do not always correspond to it and occasionally 
develop according to “scenarios” not previously envis- 
agec 


I relate this first of all to the region called the “third 
world” that is vast, that is growing in relative terms, and 
that 1s extraordinanly heterogeneous, but naturally not 
only to it. But if we confine ourselves to the Third World, 
we see the kind of insuperable difficulties that are 
encountered here by the international communist move- 
ment that has historically formed in its decisive features 
im another “semiperipheral” rather than a peripheral 
economic-<cultural zone. But this is only one side or, if 
you will, one measurement of the problem. On the other 
hand or. more precisely, in another measurement. we 








could see here mm recent decades crises and discreditation 
of the theory and practice of so-~<alled “modernization,” 
which ss usually understood to mean the use of the 
sociocconomuc and polmical structures of Third World 
countnes corresponding to the structures of the Western 
countnes that are most developed im a technical and 
cconomuic sense. The cconomy and culture exist in dif- 
ferent measurements: accelerated economia develop- 
ment has frequently meant more distant rather than 
closer cultural relations with the West 


The specifics of the concrete s*tuation that existed im the 
“BOs explain in particular why the problem of bringing 
order to relations between the two great powers was 
mutially closely connected and even intertwined with the 
problem of regional conflicts. It is difficult to say how 
reliable the present stabilization formula will be: im any 
Case it must be remembered that 11 presupposes the by no 
means complete and unchanging stability of the system 
of international and especially imtranational relations on 
a global scalc, as i 1s sometimes considered, but merely 
the injection of a totally necessary minimal clement of 
stability mn the key link of system of relations between 
countnes, economic and political systems, and cultures 
that are changing with extraordinary rapidity m a 
number of parameters 


Under these conditions, relations are also naturally 


zations. Detente made it possible for us to “legalize” 
processes that have developed for a long time im both 
communities, tnereby in turn stimulating discusssons of 


their convergence. 


Two systems, cach of which integrated the traditions of 
peoples includes im them, formed and opposed one 
another just like two coexisting individuals, i. ¢., multi- 
dimensionally, with the entire aggregate of their partic- 
ular features: civilizations, formations, naturally 
including the historncal type of economic management 
and the level of development with respect to certain 
parameters, etc However this confrontation has been 
recognized and cultivated by certain forces im both 
systems predominantly ihrough the differentiation and 
development of types of property that initially became 
the social embodiment of the two ideological systems, 
the point of convergence of the ideological compiles and 
the complex of social relations. 


In my view, the main result of the quite prolonged 
development of property relations in the West was that 
private property there has practically lost the features of 
sovereignty that it inherited from feudal organization It 


the state itself, While this is not conver- 
gence based on the property parameter, it is in any case 
the weakening of divergence in a normative sense. Dif- 
ferences between societies are preserved with respect to 
this parameter and, naturally, for all the others as well, 


comparable to the UN (15) participants), the Security 


created as a jomnt-stock company that « democratically 
“forum™”—not entirely effective, not a “world govern- 


Under conditions when the “global superstructure,” if 
one Can cxpress it thus, that formed im the first postwar 
years, 1s being transformed in answer to the challenges of 
the changing world, it becomes especially important to 
study the real economic, cultural, and social structure of 
the world as a whole. This does not mean such a “global” 
approach where tendencies in the development of ind- 
vidual parts would average out, abut 1s rather an organic 
approach that presupposes the analysis of the global 
system specifically as a system that is not equal to the 
sum of its components and that includes subsystems that 
possess their own “completeness ~ 


The entire aggregate of relations existing between the 
“center,” the motor of world technical-cconomuic devel- 
opment, and the various systems—economic and state— 
that are to one degree or another placed in the position of 
overtakers and survivors, possibly merits attention first 
in thes regard Drawn into global interaction—economic, 
political, and cultural mteraction in the narrow sense of 
the word—are various types of cultures that react im 
different ways to this interaction. The greater or lesser 
lack of coordination of development tendencies that are 
discovered at differen: levels and in different measure- 
ments of social organization and the unique drsintegra- 
tion of the organic, internally ordered development of 
national, regsonal, and cultural systems are a feature that 
practically all cultures whose economic systems are in 
the position of “overtakers” or “survivors.” We can 
observe or the penphery of world technico-coonomic 
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development fundamentally chaotic relations between 
the economic, cultural, and political level, each of which 
evolves according to its own levels and laws that are 
entrely independent of others or that are outwardly even 
devoid of system. 


The inevitable consequence of such a state of affairs is an 
organistec reaction, the striving to recreate the imaginary 
organic unity of evolution that has been lost by them and 
that is in turn manifested at different levels and in 
different forms. 


zation, grepeene prote and political levels, to 


ethnically 

eties such as Japan or South Korea) is very effective in 
resolving the task of economic mobilization in the name 
of goals that are imposed by the dominant center. At the 
same time, the expenence of Iran shows how consolida- 
tion can destabilize the situation in the entire region. 
The experience of Lebanon in turn demonstrates that 
consolidation in a pluralist (in the given instance, a 
society with a plurality of religions) society can result in 
internal destabilization of rare duration. 

A different situation usually forms in societies or cultural 
regions where such structures do not exist or where they 
are initially uncoordinated. Thus in a number of Latin 
American societies where there is no stable synthesis of 
independent ethnic units similar to that of eastern singie- 
religson of even certain multiple-religion societies, and 
where there 1s no organic, centunes-old politico-cultural 
continuity of forms of power as in the West, “real 
forces”—the church, the army, various organizations, 
including labor organizations—are active in public life. 
It ts not surprising that when the internal situation in the 
country deteriorates, the victor is usually the army or, 
more precisely, a coalition of different clements within 
individual type: of armed forces and the organistic 
decision acquires the form of a more or less short-lived 
authoritarian regime that is replaced after a certain time 
by another authoritarian regime that 1s not necessarily a 
military regime. 


Africa, where unique traditionalism is combined with 
unique authoritarianism, is a special case. 


It must in general be admitted that tendencies usually 
regarded as leading to the “unity of the world” are 
equally stabilizing and destabilizing. They stabilize in 
ceria respects and destabilize in others. Thus the 
transfer of the center of gravity of power to a high— 
transnational—tevel, as dictated by the logyc of techmico- 
economic and political development, is everywhere 
accompanied by the self-affirmation of the different 
ethnic and linguistic communities that comprise a 


country. The energy of “generic” scif-affirmation devoid 
ai ti caine of Ger aninnael clas aah aan gaan of 
self-expression. 


it ts possible to conceive a world without wars in the 
present understanding and with national boundares, but 
it ts also possible to imagine the absence of what we call 
national boundanes in combination, alas, with wars that 
acquire the character of partisan actions, urban gucrilla 
warfare, cic. We too often overestimate the flexibility of 
human nature while on the other hand underestimating 
the astonishing flexibility of forms of social organiza- 


the given instance we must not lose sight of one more 
circumstance. In the zone of tension between the mobile 
technico-economic “center” and the spintually stagnant 
“periphery,” not only are the most monstrous political 
forms born, but the “weakest links” in the world system 

are also found (and sometimes broken). i is conieety 
necessary to investigate the structure of this system when 
we study the genesis of socialist societies and the real- 
ization of utopias in general. 

Utopia as an idea is a moral reaction (devoid of tran- 
scendant substantiation) to a society that has lost its 


acquire it in a certain stage and in certain situations, in 
particular, in the form of some ecological utopia. 


constant imperative just as the existing state originates 











and is supported by no means by itself but as a result of 
attempts to realize utopian plans. 


As regards the intensification of political, cconomuic, and 
simply human contacts that are possible owing to today's 
means of communication, neither they, nor the transna- 
tional and international organizations called upon to 
secure them did not and evidently will not abolish 
Ltopianism, religious movements, ethnic self- 


economic forces that give birth to the forces opposing 
them take the stage. New and possibly great opimons and 
illusions are emerging. The world has not become more 
integral, but it has become different. Its geopolitical map 
is changing for the first time since t was defined in 
general outline in the period between Versailles and 
Potsdam. 
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Evolution and the Coexistence of the Two World 
Systems 
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MEZHDUNARODNYYE OTNOSHENIYA in Russian 
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[Article by Vyacheslav Georgiyevich Igorev, publicist; 
expert on international informational<ultural inter- 
course] 


[Text] The integrity of the world is primarily based on 
general regularities in the development of civilization 
that determine the transition of society from its primi- 
tive state to higher forms of organization. What are the 
most obvious, fundamental, and universal regularities 
that are seen throughout the entire chain of change of 
formations in mankind's evolution” 


1. First of all, each new socioeconomic formation differs 
from the preceding formation by the higher degree of 
development of its productive forces. 


2. The transition from one formation to another is 
accompanied by the increased personal freedom of the 
producers of material and nonmatecrial assets. 


3. A certain continuity of development is observed 
throughout the entire history of mankind. The funda- 
mental economic, social, cultural, and other attainments 
of the preceding epochs (stages, periods, formations) 
become the foundation for the further self-development 
of civilization in all areas of its life activity. 


These regularities must also be theoretically operative 
during the postcapitalist transition. But if we depart 
from the actual, historically formed Stalinist model of 
socioeconomic and state organization, we must admit 
that it did not evolve to a higher level compared with the 
capitalist world. What is more, if we proceed from the 
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Marxist methodology of classifying formations. coun- 
tnes developing im accordance with this model were in 
colors pcb. pada tase igor tn pee 

ncofeudal principles of organization of political and 
cconomuc structures of society. 


Before substantiating the thews of the total lack of 
correspondence between socialist ideals and the qualita- 
tive features of scientific socialism and the reality of 
societies formed on the basis of the Stalinist model, | 
would particularly like to emphasize that the problem of 
the actual correlation of capitalism and socialism as they 
really, not theoretically, exist 1s not an abstract question, 
but is a fundamental point in understanding the fate of 
civilization, the modern world, and in particular, the 
entire complex of international relations. 


Thus the expenence of development of a number of 
countries that are classified as socialist attests to the fact 
that they have been unable to realize one of socialism's 
principal advantages over caprialism within the frame- 
work of the administrative-command system of manage- 
ment: to secure higher effectiveness of the productive 
forces. The mode of production that we sincerely 
deemed socialist and judging by everything prematurely 
called socialist has never in its historical life been able to 
secure higher effectiveness than that realized under 
capitalism. The reason for this was not wars, collectiv- 
the model itself and the system of economic, political, 
and social relations im society that are inexorably repro- 
duced in one form or another as long as thes model exists. 


Nor did another universal regularity of mankind's evo- 
lution—the further liberation of the labor of producers 
of matena! and nonmatenal assets—surface under the 
conditions of the Stalinist administrative-command 
model of society. Under Stalin peasants and workers 
were re-enslaved and “coupled” to the means of produc- 
tion in a Moneconomic way. The regime of absolutism 
was essentially restored. The actions of democratic 
forces in the German Democratic Republic, Czechoslo- 
vakia, Hungary, Poland, the USSR, and a number of 
other countries are specifically directed against this 
model. 


The entry of these forces into the political arena would 
seem to be natural. It is occasioned by the objective 
necessity of making the transition from coercive forms of 
labor to emancipated forms based on personal intneres', 
which constitutes one of the most important features in 
the formation of civilization. 


Finally, we must not fail to call attention to a third factor 
underlying the disparity between scientific critena and 
the real qualitative state of the given societies. We refer 
to the obvious disruption of continuity in the transfor- 
mation of a “lower” formation into a “higher” form. 
particularly as regards the evolution of the productive 
forces and production relations. We see that the forma- 
tion that supposedly “follows” capitalism proves to be 
incapable of securing the more rapid introduction of 








benefits are free has led to their degradation. A consid- 
erable part of the population is living below the poverty 
line. It ts abandoned on the roadside of life. The boast- 


Nor has the main ideal of socialism—the climination of 
the exploitation of man—been achieved. To the con- 
trary, there is the compulsory confiscation of the surplus 
product and sometimes part of the basic product as well. 
Producers are paid a certain monetary dole in return: 
subsistence minimum or less. How is this not a type of 
centralized corvee on a nator ? 


How legitimate 1s the thesis th. countries are at 
the level of societies with prebourg. «6 socioeconomic 
structures of the epoch of absolutism with respect to a 
number of parameters” First of all there 1s all-cmbracing 
authoritarianism of central power that governs at the 
local level with the aid of “governor-generals” appointed 
by it. In societies of this type, as in the era of classic 
feudalism, an atmosphere of almost religrous mass wor- 
ship of the governing elite and its leaders was fostered 


struggle against drssodents and heretics. and the struggle 
against Grssent im general and organized dissent mm par- 
—teached unprecedented scale General survesl- 
informing, the renunciation of convictions, and 
the denunciation of dismdent relatives or clow col- 
work were encouraged. Their subjects were 
exposed to mass brainwashing. There were proceswons 
show trials (cxccutions) of the regume's ene- 
macs. The myth of the monolsthic unity of the people and 
was cultivated m every way. The let of 
strikingly similar features that are inherent in socopo- 
lntucal structures of feudal socectics mm the age of abso- 
lutesm and socetics of a ncofcudal, Stalinist type could 
be continued on and on 


What bearing does what has been said above have on the 


Third. The economic freedom of producers is inconceiv- 


tions compete with one another for the people's mandate 


activation of this democratic mechanism would mean 
the attainment of real, not abstract integrity of comme- 
nities of rational and free beings in the organization of 
their economic and social life Naturally, the necessary 











because governments aspiring to war will be wnmedi- 
ately replaced through democratic procedural mecha- 


True democracies are not typified by predatory 
trons. This 1s why the danger of both civil and mterna- 


natura! organic state of self-developing “intelligent mat- 
ter” —communities of thenking berngs 
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This ss why, of @e proceed from the above<ited sdcas, 
obstacies to humanization and harmony in mmiernatsonal 
cohabitation arc primarily not m the areca of foreign 
polecy, bul are rather mm the mternal policy of countries 
and systens of cowntnes where both the obyective coo 
nome laws governing the development of civilization 
and the historncally inc. rtable processes of emancpation 
of the creative activity of the producers and the transi- 
on from the government of the people to the people's 
self-government are braked or deformed 


Of course « would be wrong to think that some sdcal 
mode! of social organization 1s functioning in Western 
countnes. Even om the democratically most developed 
courtnes attempts have been and arc beng made to 
brake mankind's movement im the direction of democ- 
tacy and to establish onc of another type of monopoly 
(economec, political, cultural-cnformational, etc). 


The desire to dominate on a worldwide scale 1s especially 
alarming im thes regard. The intention of certain corcies 
to @adden mankind with the “Amencan world” (pas 
americana), for cxampic, 1 not an invention of Soviet 
propaganda It 1s essential that the integrity of the world 
be attained not on the basis of the forced hegemony of 
any one power center over all the rest of mankind, but 
that « be a natural and entirely voluntary state of 
cohabrtmng democratic regimes 


Thus the preservation of a multspolar. many-faced world 
= the guarantee of us healthy development and its 
integrity as a system of self-organizing rational life. A 


The general evolution of mankind can be pictured as 
based on the competition of parts of the self- 
development process that comprise civilization. In thes 
sense the cxrstence of a competitive and democratic 
Soviet Union im the world as one of the (nonforcibie’) 
poles of attraction, i. ¢. the organic “part” of the 
economic and democratic “whole” would be an unques- 
tionable boon both for the Soviet people and for all 
mankind 
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the USSR Supreme Soviet: “The Committee on Ques- 
tions of Defense and State Security: The First Months of 
Work” ] 


[Text] There has never been a committee of this kind 
within the structure of the USSR Supreme Soviet in its 
entire history. It is very symptomatic that in the old 
wording of the Basic Law, the extremely scant list of 
powers of the USSR Supreme Soviet made no mention 
of the competence of the supreme organ of state power 
with regard to foreign policy and defense. I would not be 
an exaggeration to say that the activity of our state in the 
sphere of defense and state security has, in point of fact, 
turned not simply into a gigantic “zone above criticism” 
but into an enigmatic “terra incognita” for the whole of 
society. The excessive secrecy, the practice of taking 
account of predominantly departmental interests, the 
limited circle of people involved in working out even 
fundamental decisions, and accountability to just a few 
leading figures offered wide scope for active participa- 
tion in the arms race, the squandering of national 
resources, ill-considered actions in the international 
arena, and repressions within the country. 


The corresponding activity of the supreme echelon of the 
party and state bureaucracy was assigned a kind of sacral 
character, one which did not tolerate interference by the 
unordained. 


The perestroyka which is under way and which presup- 
poses the dismantling of the administrative command 
system and the formation of a rule-of-law state has 
directly posed the question of effecting a radical trans- 
formatic =—on the basis of the principle of the sover- 
eignty of the people—of the mechanism by which deci- 
sions are made in the sphere of defense and state 
security. This would seem to be one of the most impor- 
tant among those practical measures for guaranteeing the 
irreversibility and stability of democratic reforms. 
Deputy A. A. Alekseyev, chairman of the Committee on 
Questions of Legislation, Legality, and Law and Order, 
has noted with absolute justification that one of the main 
functions of a parliamentary organ dealing with defense 
and security matters must lie in coordinating decisions 
in this sphere with the observance of human nghts. 


The amendments to the Constitution which came into 
force at the end of 1988 were evidence of the emergence 
of a new approach in the spirit of perestroyka: in 
particular, Article 113, Paragraph 13 states that the 
USSR Supreme Soviet determines basic measures in the 
sphere of defense and state security. 


However, as we have all had occasion to be persuaded of 
the fact that the absence of a mechanism for imple- 
menting even a correct constitutional provision renders 
that provision no more than an empty declaration. The 
creation of a special organ of the USSR Supreme Soviet 
to examine the problems involved in guaranteeing 
external and internal security was a serious step in 
establishing such a mechanism. 


The conception of a new structural subdivision of the 
USSR Supreme Sov‘et was probably being developed in 
its most general form in 1988. Articles began to appear in 
the periodical press in which authors proposed the 
organization of a parliamentary commissions on the 
Armed Forces, analogous to those which exist in the 
legislative assemblies. The authors of Soviet legislative 
reform concluded that the new parliamentary organ 
should be assigned a somewhat different character and 
endowed with a broader range of powers. Proceeding 
from the fact that the tasks of guaranteeing the country's 
defense capability and state security are closely bound to 
one another and that the Constitution links them in a 
single complex, it was considered expedient to transfer 
the curatorship of both areas to the competence of the 
future organ. It is evident that considerations of secrecy 
might also play a certain role—the aspiration to limit the 
circle of people admitted to sirictly guarded state secrets 
to the members of this parliamentary subdivision alone. 


The specific character of the examination of problems of 
defense and security and, first and foremost, the novelty 
of the organizational aspect of the matter all indicate 
that, at the initial stage, the transfer of both areas to one 
organ 1s an absolutely expedient move. At the same time, 
the volume of work generated by each of these areas may 
be so significant and, moreover, with the passing of time 
must be so significant that if we are really building a 
rule-of-law state it will be difficult and irrational for 
purely technical reasons to combine the examination of 
these two types of state activity under one “roof.” 


The idea of separating these two areas is also supported 
by some deputies, albeit for diverse reasons. For 
example, |. 1. Gryazin, doctor of juridical sciences con- 
siders that since the concept of “state security” does not 
fit into a purely military and political framework it 
should be the concern, alongside the working organ on 
defense, of other committees of the Supreme Soviet, in 
particular of the Committee on Legislation, Legality, and 
Law and Order and the Committee on Glasnost and the 
Rights and Appeals of Citizens. It may well be expedient 
to create a separate Supreme Soviet committee on state 
security. 


Marshal V.G. Kulikov arrives at the same conclusion 
from a quite different angie. In his opinion, the level of 
secrecy in the sphere of state security 1s much higher than 
that in the sphere of defense and it is therefore undesir- 
able, as has already occurred, to increase the number of 
deputies who might be occupied with problems of guar- 
antecing state security in their entirety. 


It is also not ruled out that with the passing of time life 
will cause us to think of rejecting the formation of a 
USSR Supreme Sovict committee and of creating corre- 
sponding committees of its chambers. Such a possibility 
is contained in the USSR Constitution. Proceeding from 
Article 116, which fixes the competence of each of the 
chambers, it may be concluded that since the Council of 
the Union examines questions of defense and state 








security it should have organized a commission empow- 
ered to study them. At the same time it follows from 
Article 116, which establishes ihat each chamber may 
examine any questions relating to the conduct of the 
USSR Supreme Soviet, that in case of necessity, the 
Council of Nationalities may in theory also form a 
temporary Or permanent commission engaged on the 
analysis of defense and security securities. as we Can see 
from the course of perestroyka at the present stage of its 
development, the process of guaranteeing national 
equality and the interests of nations and nationalities, 
which relates primarily to the competence of the Council 
of Nationalities may, in principle, also affect the military 
and political sphere. 


The provisions of the Constitution, our experience, and 
worldwide practice serve as a starting point for clarifying 
which specific tasks may already be included in the 
powers of he committee today. 


Article 121, Paragraph 2 of the Constitution says that the 
chairman of the USSR Supreme Soviet reports to the 
Congress of USSR People’s Deputies and to the Supreme 
Soviet, including reports on guaranteeing the defense 
capability and security of the country. It must evidently 
be assumed that the chairman will present a report in his 
capacity as head of the USSR Defense Council. The first 
report of this kind will be a major event in our internal 
and, indeed, our international life, and will raise the 
open discussion of questions of defense and security to a 
previously unprecedented level. The inclusion of legisla- 
tive power on an equal basis in dialogue on these 
questions presupposes that, in the USSR Supreme 
Soviet, deep and competent positions will crystallize on 
military-political problems. A corresponding committee 
could also make its contribution to this process by 
studying the report presented and passing judgment on 
it 

The task of finding the optimum size of military expen- 
diture 1s also closely bound up with this possible func- 
tion. Thus the Committee on Questions of Defense and 
State Security, working jointly with other committees 
and commussions of the USSR Supreme Soviet, could 
present recommendations on the draft USSR State 
Budget and offer judgment as to whether its articles 
correspond to fundamental principles and planned mea- 
sures in the sphere of defense and security. Strictly 
speaking, this should become the committee's most 
important task as a working organ of the USSR Supreme 
Soviet. 


Like any other committee of the USSR Supreme Soviet, 
the Committee on Questions of Defense and State Secu- 
rity should, according to Article 123 of the USSR Con- 
stitution, participate in work on draft legislation and 
have the right of legislative initiative. For example, the 
committee's competence would evidently include the 
examination of draft laws on the state border, military 
service and the performance of military service, state 
and military crimes, and regulation of the activity of 
executive organs of state power in the sphere of defense 
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and state security. It may be assumed that the committee 
would carry out a large quantity of work in connection 
with the elaboration of plans for the conversion of the 
defense industry in our country. 


A further function of the new committee which would 
reflect the nature of the soviet as executive organs of 
power might be that of promoting the implementation of 
laws and other decisions adopted by the Congress of 
USSR People’s Deputies and the USSR Supreme Soviet 
and the implementation of surveillance and control over 
the activity of state organs and organizations. According 
to Article 123, the recommendations of the committee 
would be subject to obligatory examination by corre- 
sponding state organs and social organizations (the Min- 
istry of Defense, the KGB, the Voluntary Society for 
Collaboration with the Army, Air Force, and Navy, and 
others). According to the Constitution, a report must be 
made on the results of such an examination and measure 
taken within periods of time established by the com- 
mittee. By way of an example, the committee could 
examine the state of affairs in the defense industry, 
questions of using its capacity for the production of 
consumer goods, questions of pre-draft training and the 
development of a system of military education, and cases 
of violations of the normative regulations governing the 
internal daily routine in the Army and relations between 
military servicemen. 


In accordance with Article 123, the committee is obliged 
to pass judgments on candidatures for the post of min- 
ister of defense and chairman of the KGB. It would also 
be reasonable to allow the USSR Supreme Soviet, when 
appointing the supreme command of the USSR Armed 
Forces, to turn to the committee for judgments on the 
proposed candidatures for these posts. 


The committee might examine questions of declaring 
mobilization and a state of war in those cases where 
circumstances permit this and when it ts considered 
necessary by the USSR Supreme Soviet, whose sphere of 
competence embraces these questions (Article | 13, Para- 
graph 13). With regard to the use of contingents of the 
USSR Armed Forces within the framework of their 
fulfillment of treaty obligations it should probably be 
stipulated that this problem, as a rule, be subject to 
preliminary study at sessions of the committee. Provi- 
sion should also be made for a procedure according to 
which the Committee on Questions of Defense and State 
Security would also study treaties imposing such obliga- 
LIONS UPON us. 


Treaties of another type which could be discussed in this 
committee and on which it would pass judgment are 
treaties on disarmament. The question may arise as to 
whether or not separate discussion will be necessary in 
the Defense Committee if a similar discussion is to be 
conducted in the Committee on Internal Affairs. As 
progress 1s made toward disarmament the treaties being 
concluded will acquire an increasingly complicated char- 
acter, a fact already confirmed by the INF Treaty. 
Evidently, there is no particular sense in overburdening 
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the Committee on International Affairs with obligations 
which do not form part of its direct functions by com- 
pelling it to give a skilled analysis of military-technical 
aspects of disarmament treaties and their conformity 
with the military and strategic interests of the country. 
The other committee would be quite capable of dealing 
with this, a committee which, by the nature of its 
activity, is more suited to making such an evaluation of 
the disarmament obligations being undertaken. 


The committee on Questions of Defense and State 
Security was formed at the start of the first session of the 
USSR Supreme Soviet in the summer of 1989. Before 
recounting how the new committee set about its work, I 
would like to say a few words about foreign experience. 


The U.S. Congress with its two Armed Services Com- 
mittees is of prime interest here. These committees have 
to concern themselves with a military machine compa- 
rable in size to the one in our country. Implementing 
control, far from always approving the requests of mili- 
tary departments, and frequently adhering to positions 
which do not coincide in principle with those held by the 
executive they are the partners of that power in resolving 
the supreme task—that of increasing the return from 
every dollar spent on the needs of national security. 


Much in the activity of our “Defense” Committee will 
inevitably differ from the activity of the congressional 
committees but there are three parameters on which they 
must be comparable—parameters which determine the 
efficiency with which such parliamentary formations 
work: the degree of access to information enjoyed by the 
executive power, the level of detail in which the defense 
budget is examined, and the quality of independent 
analytical backup. The time is not yet ripe for such a 
comparison—the USSR Supreme Soviet Committee is 
only just finding its feet. Therefore I will limit myself, 
due to lack of space among other things, just to selective 
“food for thought” about one of the armed forces com- 
mittees of the American Congress—the Armed Forces 
Committee of the House of Representatives. I will note 
that it is not a chance selection. This House of Repre- 
sentatives committee has established good, businesslike 
relations with our own committee. An American delega- 
tion headed by committee Chairman L. Aspin was 
received in the Soviet Union by the Committee on 
Questions of Defense and State Security and had the 
opportunity to share its experiences. As far as I am 
aware, the members of our committee gave it their fixed 
attention. 


The House of Representatives Armed Services Com- 
mittee has existed in its present form since 1947, but 
since as far back as 1822 it had contained two commit- 
tees engaged in the separate study of military and naval 
questions. The committee examines various draft laws 
and programs relating to defense, military aspects of the 
use of nuclear power, civil defense, intelligence, and 





arms limitation. The committee’s potential for influ- 
encing how defense policy is worked out grew when the 
powers of Congress were extended with regard to day- 
to-day allocations to various items of the military 
budget. The range of these powers increased compara- 
tively recently, in spite of what accepted opinion sug- 
gests. As late as in 1963, for example, Congress obtained 
the right to confirm allocations to all scientific research 
and experimental design work of the Department of 
Defense. 


The 52 members of the committee work in seven sub- 
committees, as follows: Research and Development, 
Seapower and Strategic and Critical Materials, Procure- 
ment and Military Nuclear Systems, Readiness, Military 
Installations and Facilities, Personnel, and Investiga- 
tions. In view of the fact that the Senate Armed Services 
Committee has its own specializations | will also enu- 
merate its six subcommittees: Strategic Forces and 
Nuclear Deterrence, Conventional Forces and Allied 
Defense, Projection Forces and Regional Stability, 
Defense Industry and Technology, Personnel, and 
Readiness, Sustainability, and Support. Working groups 
on individual problems have also been formed in both 
committees and their subcommittees. 


Figures for 1987 offer an example of the intensity of the 
committee's work. There were 230 sessions and briefings 
of which 16 were sessions of the entire committee, that is 
to say that the bulk of the work was conducted in 
subcommittees and working groups. In March 1987, the 
working group on defense policy organized a series of 
hearings to elucidate the political and strategic context in 
which the military budget would be determined. The 
hearings were intended to produce answers to the fol- 
lowing questious: What are the goals of the national 
security policy of the United States? What forces are 
necessary to aitain them? Does the United States have 
such forces? If not, what does it lack? What is being 
undertaken to eliminate these shortcomings in the cur- 
rent budget and what 1s planned for the next five years? 
Other themes such as drug addiction among military 
servicemen and the hiring of women in the Armed 
Forces did not escape the committee's attention cither. 
they examined the reasons behind the destruction of the 
frigate “Stark” in the Persian Gulf. 


Hearings in the committee and the subcommittees are 
open to the public and the press, with the exception of 
those cases in which it is decided by a vote that they 
should be closed in order to protect national security. 
The results of nominal voting in the committee and the 
subcommittees are open to the public. Those who are 
invited to speak in the committee must submit the text 
of their report 48 hours in advance (24 hours if it 
contains secret information) and must expound only its 
basic theses in oral form. A further aspect of procedure 
which might be singled out is the fact that every member 
of the committee has the right to attach his or her own 
particular opinion on one question or another to the 


final report. 











The work of the committee is backed up by about 50 
experts and some 30 technical workers, and this does not 
take into account the fact that every member of the 
House of Representatives has his own staff of between 7 
and 20 people. The system of gathering information 
makes provision for sending of committee 
members to various countries (in 1987, 5 delegations 
visited 15 countries) and for receiving foreign delega- 
tions (a total of 9 in 1987. 


Even the few facts cited confirm that the House of 
Representatives Armed Services Committee is a well 
tuned, lavishly financed, deeply informed, and authori- 
tative legislative and oversight organ. 


When the first session of the USSR Supreme Soviet was 
determining the composition of its committees and 
commissions it emerged that the greatest number of 
applications was submitted for membership on the Com- 
mittee on Questions of Defense and State Security. It 
ultimately comprised 43 members, including 21 mem- 
bers of the USSR Supreme Soviet and deputies from |! 
republics (mostly from the Russian Socialist Federated 
Soviet Republic [RSFSR}—a total of 25, counting 9 
deputies from social organizations resident on its terri- 
tory; Armenia, Georgia, Kirghizia, and Turkmenia do 
not have a single representative on the committee) and 
from 7 social organizations (13 deputies, of whom 6 are 
members of the CPSU). The members of the committee 
aclude first secretaries of oblast party committees 
[obkoms], chairmen of republic KGB organizations, 
general designers, general directois, metalworkers, aca- 
demicians, and a writer. It is only to be regretted that no 
place was found for a single economist or jurist. 


V. L. Lapygin, general designer and director of a scien- 
tific production association, was elected chairman of the 


committee. V. N. Ochirov, a people's deputy and com- 
mander of an air force regiment, became his deputy. The 
committee has three subcommittees, as follows: the 
subcommittee on the Armed Forces, headed by Ye. P. 
Velikhov, vice-president of the USSR Academy of Sci- 
ences, the Subcommittee on the Defense Industry, 
headed by M. P. Simonov, people's deputy and general 
designer at the P.O. Sukhoy machine building plant, and 
the Subcommittee on State Security, headed by G. P. 
Kharchenko, first secretary of the Zaporozhye obkom of 
the Communist Party of the Ukraine. 


Inside and outside the walls of the USSR Supreme Soviet 
the opimion has been voiced that the committee is 
dominated by representatives of the “Soviet military- 
industrial complex.” Given the very conventional char- 
acter of this term as applied to our realities there are, 
undoubtedly, formal grounds for this conclusion. It is 
not difficult to calculate that up to 90 percent of the 
committee's members are professionally connected, in 
one way or another, with the “Soviet military-industrial 
complex.” Is there a conflict of interests here? To what 
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extent may this affect the commitice’s abilities to fulfill 
its obligations efficiently, as the critics suggest? 


In answering these questions V_ |. Shabanov, member of 
the committee and deputy minister of defense respon- 
sible for armaments, shared his thoughts with us. Inas- 
much as the committee needs feedback from the organs 
of executive power in charge of defense and state secu- 
rity, their representation on the committee is justified. 
We must take account of the full complexity of the 
questions which constitute the committee's sphere of 
competence and their importance for the vital func- 
tioning of the state. Even given its present composition it 
is evident that many members will need time to become 
familiar with the problems involved. The opinion is 
current that the military are supposedly interested in a 
large military budget for their own mercenary ends. This 
is an error. The most important thing for us is to provide 
reliable defense, remembering as we do so the errors 
which have been made in the past and remaining soberly 
aware of the fact that, in the same way as before, we are 
confronted with impressive military power. 


Two positions—where is the truth? It can hardly be 
found in a purely speculative fashion. In the future. the 
results of the work of the “Defense” Commitice will 
bring us to an optimal formula for selecting its compo- 
sition. For the time being, the committee's greatest 
difficulty perhaps lies in the fact that its members, who 
hold responsible posts, are also so burdened by work 
over and above their obligations as deputies. It must also 
be stressed that the imposing figure of 90 percent was 
produced purely mechanically and that it should not be 
used to judge the qualitative characteristics of the com- 
mittee. The political face of people's deputies is in no 
way determined by their profession or their post, but 
rather by their civic stance im the era of perestroyka. In 
this sense it 1s very indicative that some military mem- 
bers of the committee make up an interregional group 
which adheres to radical views. 


We must be realists: a parliamentary committee which 
has just obtained access to the “holy of holies” of 
executive power for the first time could not have any 
other composition today. | believe that in this case it is 
the fact of access itself which is remarkable.. Depart- 
ments which have expended a great deal of energy and 
resources On maintaining a dense curtain of secrecy 
around their activity cannot liberate themselves from 
entrenched stereotypes and habits in a matter of a 
moment. This will be facilitated by the establishment of 
trust toward their “opposites” in the Supreme Soviet. ! 
am prepared to cxpress what may be a contentious 
thought, namely that the presence of a certain amount of 
healthy conservatism is a guarantee that the “Defense” 
Committee will function successfully in the structure of 


State power. 


Finally, we must not fail to mention the particularities of 
the external situation in which the committee will work. 
The Soviet Union is already involved in the process of 
unilaterally eliminating the “excesses” of military power 
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and it 1s evident that, in the ncar future, 1 will conclude 
agreements on even deeper bilateral reductions. In short, 
bold and far-reaching decisions have been made in the 
military sphere—unlike the economic one—and they are 
being implemented. 

At the first stage of the committee's existence, the 
military sector was given prionty. At a series of bricfings 
Army General M.A. Mouscyev, chief of the general staff. 
Marshal S. F. Akhromeyev. adviser to the chairman of 
the Presidium of the USSR Supreme Soviet; and leaders 
of the Ministry of Defense made speeches which famil- 
iarized the members of the committee with official 
evaluations of the muilitary-stratcgic situation and with 
the views of the Soviet command on ways of developing 
the Armed Forces. One would like to hope that im the 
future, alongside the regularly conducted closed briefings 
of military leaders, we will also open reports full of 
information on a daily basis, as in the case, in particular, 
in the United States and the other countries of NATO. 
As far as | am aware, the members of the committee also 
expect the same from the Ministry of Defense and the 
Genera! Staff. 


During three weeks of October 1989, the committee's 
working groups underiook a clause-by-clause analysis of 
the apportionments [postateynyye raskladk:] of the draft 
Soviet defense budget. It must be admitted that very 
little tome was available for such a serious matter. 
However, other commitices and commissions of the 
USSR Supreme Sovict had a good deal of time at their 
disposal when discussing the draft state budget proposed 
by the government. (By way of information: examination 
of the federal budget by the U. S. Congress sometimes 
drags on for a period of up to 10 months). The study of 
the size of military expenditure and of budget priorities 
has been of a general nature, a factor facilitated by the 
lack of detail in available figures. Members of the 
committee are suggesting quite reasonably that they 
must be in a position equal to that of foreign parliamen- 
tarians, not only confirming allocations as a whole, for 
military purchases, for example, but for cach armaments 
program in isolation. 


In the existing circumstances, when claborating recom- 
mendations on the budget. the committee has devoted 
the greatest attention not to military but to social prob- 
lems. (The committee's program has assigned promi- 
nence to the problem of the social protection of military 
servicemen). As V. L. Lapygin, the chairman of the 
committee, noted, the standard of living of military 
servicemen “is approaching the poverty line.” Indeed, 
an intolerable situation has developed in which people 
who are in control of threatening weapons may, together 
with their families, inhabit a hostel for years and cara 
less than the driver of a trolicybus, it 1s precisely short- 
sighted social policy, and by no means the critical 
statements of the press, of which there are not that many 
on the whole, which have led to a decline in the prestige 
of the military profession. Having approved a military 
budget of R70.9 billion, the committee recommended 
that within that amount an additional R!.2 billion 
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was reported by V. |. Smysiov. deputy chairman of the 
USSR State Planning Commiuticc) and on the USSR 
KGB Border Troops (accounts were given by V. A. 


such as hearings in general and open hearings im partic- 
ular. The place where they are held makes its mark on 


not to mention the fact that it might have been more 
suited to the use of audiovisual technology. At the same 
teme, open hearings are not completely open. neither 
representatives of the foreign press nor, more impor- 
tantly, ordinary voters may attend, and for the laticr the 
sessions of the USSR Supreme Soviet are also closed. lt 
1s probable that these limitations, which are to a certain 
extent compulsory, are now promoting fuller “seclf- 
determination™ in the work of the committee. Other 
justifying factors can also be found. At the same time, 
there are no trifles in parliamentary procedures—ceven 
small things influence the essence of the matter. In the 
future we must consider how these limitations might be 
removed without this being detrimental to our work. For 
the sake of fairness it must be added in spite of all the 
difficulties involved in the process of gearing up the 
voting process in our parliament, the commitice plans to 
Start publishing the proceedings of the hearings. 


Maximum openness in the work of the committee 1s not 
a case of paying tribute to fashion or of curtsying to the 
Soviet and foreign public. It creates yet another guar- 
antec of the irreversibility of the movement toward a 
rule-of-law state. Openness will arm the committee with 
the necessary authority and compel powerful depart. 
ments to take account of 1ts opimon, departments whose 
extreme and utterly groundless secrecy removes them de 
facto from effective control. What really constitutes a 
State secret and how far the regime of secrecy should 
extend are issues of principle and it seems that their 
rapid study should be included on the agenda of the 
“Defense” Committee. 


Other aspects of the procedure for conducting hearings 
ate also being refined. So far they have been reminiscent 
of a lecture with questions and answers, and not of a 











thorough cxamunation of a problem in accordance with 
previously agreed strategy and tactics. There is an expla- 
nation of a gencral nature for this, one which the 
members of the Supreme Soviet have spoken of them- 
scives on more than one occation—they are only just 
ndding themselves of the role of supplicant with regard 
to executive power. The informational and analytical 
backup available is imadequate for the tasks faced by the 
commuttee and thes 1s an obstacle to in-depth cxamina- 
von of the theme under discussion at open hearings and, 
indeed, in the course of closed ones. 


In putting forward their programs, drafts, and legislative 
initiatives Gepartments enlist the services of a large 
number of cxcelient specialists, who draw upon genu- 
incly limitless sources of information. Critical evalua- 
von of the activity of departments docs not require such 
a vast army of experts but there is a need for quite a large 
group of associates—tens of people—preparing material 
for the com muttee and providing its members with all the 
information they need. Departments usually avoid alter- 
natives im their claborations. the associates of the com- 
mittee should therefore present the deputies with an 
analysis of diverse variants for accomplishing a task and 
cxpress these variants in terms of cost. (I liked the idea of 
Vv. L. Lapygim, the chairman of the commitice, who 
proposed calculating the economic efficiency of the way 
in which state security is guaranteed). For example, the 
use of border troops to protect coastal economic zones 1s 
of great benefit to the national economy 


For the immediate future the committee can count upon 
the assistance of less than 10 associates, that is to say that 
the commuttee will be served by as many specialists as 
are attached to one member of the House of Represen- 
tatives in the United States. What is more, the com- 
mittee is 1m a special situation m comparison with other 
parhamentary committees and commissions, since the 
character of security problems limits the circle of people 
who might be approsched for assistance on a non- 


permanent staff basis. 


The committee's computer equipment also leaves some- 
thing to be desired. A single computer and, besides, one 
which 1s not connected to various data bases, will not 
change things. Today, letters from voters are being 
stored im its memory, and I have been told that they 
contain businesslike proposals. 


Reality is such that the Committee on Questions of 
Defense and State Security must overcome many orga- 
nizational difficulties before it will have the freedom to 
operate on a broad scale. Meanwhile, the committee has 
far-reaching plans. Deputy Ye. P. Velikhov believes that 
the committee must come to grips with doctrinal ques- 
tions, and determine what kind of armed forces we need 
and what kind of allocations are required to maintain 
them in a state of combat readiness. Defense expenditure 
is to decrease very shortly to $60 billion [figure as 
published), and for that reason we must determine 
precisely where the cuts are to be made. One of the most 
active members of the Committee, deputy V. § 
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Podziruk. sees potential for reduction im the climination 
of those clements of the Armed Forces which do not 
guarantee their combat readiness (intermediate com- 
mand and control echelons, sporting companies [spor- 
troty], and so forth). Deputy V. M. Shabanov feels that a 
reduction im the number of specific types of arms 
{tupazhnost vooruzheniy] will also produce great 
economy of resources. From the point of view of Deputy 
N. D. Tutov, it will be expedient in connection with this 
to correct the present situation in which several design 
bureaus, sometimes as many as six. are engaged in the 
creation of one type of combat hardware. 


Increasing the pace of its work 1s a more complicated 
matter for the Committee on Questions of Defense and 
State Security than it is for other working organs of the 
USSR Supreme Sovict. The success of its activity 
depends upon democratization and upon the political 
climate im the country to a greater extent than perhaps it 
does with regard to any other committee. Bearing all of 
this in mind | would like to conclude this review of the 
“Defense” Committee's first steps by saying that they 
instill a feeling of cautious optimism. 


COPYRIGHT: Izdatelstvo TsK KPSS “Pravda”, 
“Mirovaya ckonomika i mezhdunarodnyye otnosh- 
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POLEMICS 


Pros and Cons of Professional Army Weighed 


904M0008J Moscow MIROVAYA EKONOMIKA I 
MEZHDUNARODNY YE OTNOSHENIYA in Russian 
No 1, Jan 90 pp 105-108 


[Article by Vladimir Vasilyevich Serebryannikov, It gen 
avn; doctor of philosophical sciences; professor: “What 
Kind of Military Power is Needed””] 


[Text] “Military power: how much, what kind, for what 
purpose” —the discussion of these questions which 
formed the title of S. Blagovolin’s article (MEMO, No 8, 
1989) is acquiring broad scope, thereby attesting to the 
beginning of the democratization process and glasnost in 
our country’s military policy and military organizational 
development and presaging profound changes in it in 
keeping with the new political thinking and realities of 
the end of the twentieth century. 


The questions raised in the article evoke extraordinary 
responses that shed light on new phenomena and trends 
in the development of the world situation and West-East 
relations and that lead to new views of the country's 
defensive power. 


While sharing the direction of S. Blagovolin’s ideas and 
while realizing that they are largely hypothetical and 
require verification and substantiation—which is the 
important role of scientific discussion—I deem it neces- 
sary to make a number of points. 
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The quantitative and qualitative parameters of necessary 
(rational) defensive power are determined by the inter- 
national situation, by real threats, by the task of pre- 
venting war and decisively repelling aggression if its 
arises and of maintaining relative parity (a country's 
size, the situation on its borders, the status of allies, etc.), 
by the fulfillment of obligations to allies and other 
international commitments. 


It is therefore logical that S. Blagovolin begins specifi- 
cally with the examination of the general international 
situation. In his analysis and evaluation of the situation, 
he focuses attention on new points that were not previ- 
ously addressed: the disappearance of certain factors that 
generated aggressive wars (for example, the directly 
proportional dependence of society's standard of living 
on “living space”; the availability of own sources of raw 
materials and energy: the absence of the “potentiality” 
and “motivation” in West and East for war against one 
another, the impossibility of such a war as a “deliberate 
act.” Assuming that these factors attest to the beginning 
of a 10-15 year “period of guaranteed military security” 
for us, the article's author draws a conclusion concerning 
the fundamental causes of wars under modern condi- 
tions: “...in no developed country is there any kind of 
firm social base for aggressive actions against the USSR 
or in general for the implementation of such a policy that 
could lead to a big war. The logical conclusion is that our 
defensive might substantially exceeds the real needs. 


It is good that we have ceased to look at world affairs 
through blinders, to recklessly repeat and comment on 
simplistic views of the country's status as a beleaguered 
fortress, on the “steady growth of military aggressiveness 
of reactionary imperialist circles,” the impossibility of 
overcoming military confrontation between West and 
East, the building of an unarmed and secure world before 
the disappearance of imperialism, the speedy demise of 
capitalism—virtually at the beginning of the 20th [7] 
century, etc. 


Capitalism proved to be more viable than some theorists 
thought. It is now possible to put an end to wars and 
militarism even while capitalism still exists. This is 
because of regularities in the integral and interdependent 
world, the growing power of peace movements, the 
suicidal danger of a major war and the impossibility of 
attaining any political goals through a major war, and the 
instinct of self-preservation that makes “live and let 
live” the only road to survival. Their growing power is 
confirmed by positive changes in the world: the begin- 
ning of the new phase of detente in East-West relations, 
the absence of the direct threat of a military attack, the 
beginning of arms reduction, the attenuation of regional 
conflicts, the dialog between the leaders of the armed 
forces of the USSR and USA, the Warsaw Treaty Orga- 
nization and NATO, etc. 


While agreeing with the characterization of positive 
developments in the world situation and with a number 
of S. Blagovolin’s conclusions, I would like to emphasize 
that in the assessment of military-political processes it is 





important to neither exaggerate nor downplay real 
threats because in both cases the possible conclusions 
and decisions can be detrimental to security. 


In forecasting military-political processes, it is important 
to proceed not only from what is directly happening now, 
but also to take big “chunks” of historical time. In the 
latter instance, the conclusions will be more cautious as 
the following table suggests. 




















Historical Duravoe of Nember of everage fre 

penods periods in wes and com queacy of wars 
years Niicts per and ceaflicts 

pened per year 

1. All known $000 years 14,500 Approazmately 

history 3 

2. From the 90 years 420 Approaumately 

beginning of 5 

the age of 

mmpenalism to 

our time 

3. End of the 20 years % Approximately 

19th century 2 

to World War 

I 

4. Between the 2! years ao Approximately 

two world 4 

wars (1918- 

1939) 

5. After World 4) years 300 Approximately 

War fl (1945- 754 

1987) 














Computed on the basis of “Milttarizm: tsifry i fakty” [Miltarism: Fig- 
ures and Facts), Moscow, 1986, p 71, “V. 1. Lenin i zashchita zavoye- 
vaniy sotsializma™ [V_ 1. Lenin and Protecting Socialism's 
Attainments}, Moscow, 1988, p 184. B. M. Kanevskiy and P. M. Shab- 
ardin, “Problemy sovremennoy voyennoy politsk:” [Problems um Con- 
temporary Military Policy], Moscow, 1989, p 18 





The sources of wars are “at work” (even with a certain 
increase in frequency), although for the most part in the 
zone of liberated countries, but with the involvement of 
developed countries in the events. Small conflicts and 
wars, it is stated, threaten to grow into big or even global 
wars. Overarming continues. The military might of 
Western armies is growing. Military programs that can 
make the danger of war extremely acute are being carried 
out. The sphere of military confrontation is essentially 
expanding: the foundation has been laid for the milita- 
rization of ovier space and fundamentally new types of 
weapons are being developed on the basis of basic 
scientific discovenes. There are military conceptions 
and doctrines and strategic operational plans onented 
toward surprise atiack, mass offensive operations 
designed to inflict damage on the enemy. Armies in 
Western countries are openly preparing for this. 


The military potential of the USA and NATO is enor- 
mous and sufficient to wage a big war. While at the 
present time there is no direct threat of an attack on us 
and our allies and while there are no “direct motiva- 
tions,” as a result of a sudden turn of events, political 
ambitions, errors and random factors the present state of 
the armed forces (power, combat readiness and mobility) 








The real possibility of an accidental war, which S. 
Blagovolin justly mentioned, remains. In the face of the 
danger of such a war, the army cannot relax its vigilance 
and combat readiness for an instant. After all, the same 
preparedness is needed to wage an accidental war as to 
fight a war that is deliberately started. This is all the 
more so because powerful groupings of NATO forces are 
in a high state of readiness in theaters of military 
operations near our borders. 


It is generally acknowledged that an integral and ecffec- 
tive political mechanism for preventing wars and con- 
flicts has not yet been created and that there are still 
powder kegs in existence. Military detente lags greatly 
behind political detente and many specialists believe— 
not without foundation—that it has still not really 
begun. 


I think the conclusion that the social basis of war has 
disappeared is premature. Aggressiveness is a basic fea- 
ture of societies in which there is private property. 
Objectively larger, more powerful capita! has larger 
appetites. The entire historical experience of the twen- 
tieth century attests to the fact that expansionist, aggres- 
sive tendencies inhere in imperialism, its economics, 
politics, and ideology. The sources of wars, the advent of 
the nuclear danger itself, and overarming, no matter 
what the occasional influence of socialism on this has 
been, date back to the class structures of Western soci- 
eties. 


Naturally in the understanding of this basic property of 
capitalist countries, it is important to overcome primi- 
tivism when aggressiveness is seen only in a military 
uniform. Warlike circles, presently realizing the suicidal 
danger of war, are operating with greater flexibility and 
diversity, have activated and are banking on nonmilitary 
forms: political, scientific-technical, spiritual- 
informational, psychological, etc. Even the forms of 
using military power are undergoing substantial trans- 
formations: actions not involving the launching of 
armed struggle—military demonstrations, movements, 
concentrations, etc.—occupy an ever larger share. But 
the greater degree of caution that is exercised in these 
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matters docs not mean that the possibility of other forms 
of military force is now entirely excluded. 


I do not believe that “guaranteed military security, if 
only for 10-15 years,” has arrived as yet. It can become 
a reality when the new political thinking becomes the 
decisive factor in the policy of all countries and blocs 
when the principle of defensive sufliciency is impie- 
mented, armies will lose their capacity for surprise attack 
and large-scale offensive actions, and political means 
will become decisive in preventing wars, finally, when 
global and regionz: mechanisms for preventing military 
conflicts develop. 

The thesis advanced by S. Blagovolin concerning muili- 
tary power's loss of its “independent political function™ 
and its transformation into an clement of foreign policy 
is slightly ahead of the actual course of things even 
though this may happen in the future but only when the 
political mechanism of security has been created. The 
idea of change in the place and purpose of socialist 
military power is productive: its peacemaking role must 
be intensified; our military organizational development 
must initiate the disarmament process, must help to 
lower the level of the military threat, to create truly 
constructive internat~.al relations. It must not be for- 
gotten that defensive power realizes its function to 
defend socialism primarily through high combat readi- 
ness and combat effectiveness of the army that deprives 
the aggressor of hopes for a successful attack. Life 
unquestionably objectively demands the inclusion of 
socialism’s military power in political peacemaking pro- 
cesses, but for all this military power does not lose its 
independent designation and has its own specific tasks 
and methods of control. Exceptionally important is the 
interaction of all means of protection—forcign policy 
security services, protection of the border and the armed 
forces. The situation now demands the climination of 
excesses that have developed in our defensive power, the 
closer coordination of military expenditures with soci- 
¢ety’s potential, the concentration of attention on the 
economic and ecientific-technical aspects of our security, 
and consideration of possible new breakthroughs in 
Western military technology. Here, too, the reader will 
find timely thoughts and conclusions in S. Blagovolin's 
article. But judgments regarding the possibility of elim- 
inating climinating air defense, of getting nd of the 
oceangoing fleet, etc.. are debatable. These questions 
merit special examination. 


S. Blagovolin logically leads the reader to the idea of 
full-scale military reform in our country which must lead 
the army to a qualitatively new level in accordance with 
the concept of rational sufficiency. He views 11 as a broad 
spectrum of reforms: democratization and glasnost in 
the formulation and implementation of foreign policy, 
the transformation of the army into a professional army, 
the resolution of urgent social problems in the army, the 
creation of a truly legal mechanism governing its use, 
and its emancipation from inappropriate economic func- 
tions that are reported on very proudly by certain 
military leaders. 
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concepts and the violation of logic in this argument 
because, as life shows, professional armies may be per- 


on its maintenance and above all that 11 may cause moral 
and political harm: the equal responsibility of citizens 
for the defense of the Homeland and equal practical 
participation im it will disappear, the army's ties with the 
people will be narrower, etc. Colonel General G. 
Krivosheyev believes that the conscription principle of 
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peoples) and that 
compulsory army service for all youth reflects social 
justice and makes it possible for all youths to go through 
the school of moral and physical toughening. 
In the opinion of Soviet military leaders, staffing the 
army through universal conscription should ensure the 
necessary number of mobilization resources and their 
Quality appropnate to the level of development of mil- 


operutung cxucepuonally sophrstscated types of weapons 
and muilstary equipment const caclusvely of profes- 
sonals. On the other hand, a large mass of 
scripts are used as cheap, unskilied manpower 


: 


projects, on railroad and highway cons‘*ruction without 
recerving any mulstary trameng whatsoever and without 
mereasing the size of the ranks ready to defend the 
Fatheriand. it 1s as of they are cxcluded from the perfor- 
mance of the sacred obligation established by law for 
every citizen. Also formung in the country is a system of 








problem of internal relations in the army— 
mulstary-politecal, service, subordination relations, mmter- 
personal relations. relations pertaming to toe marnte- 
nance and wa of weapons and equipment, cic. This is 
specifically the key to the decisive normalization of the 
army, to giving 1 a new qualitative state applicable to the 
new conditions. 


activates the other sside—the recruited youth who have 
to be reckoned with to a greater Gegree in the organiza- 
tion of all life and activity of military personnel, in the 
content of the regulations, and all military procedures. 


As we know, a considerable number of youth now enter 
the army reluctantly, try to avoid induction, do not 
display the proper interest and activity, and merely “do 
their time.” Internal motivations to serve zealously are 


here cannot be corrected by educational measures alone 


Naturally, soldvers and sergeants who are professionally 
engaged im military work for 6-12 years (two contract 
terms of service) are necessarily better trained than those 
who serve 2-3 years and are even then diverted to 
economic and other activities. F_ Engels wrote that terms 
of service and naturally the quality of training determine 
the level of preparation of armies are the “best yard. 

ion.” 


people because it 1s staffed with recrurted (hired) volun- 
teers”? Western professional armies are for the most part 
recruited from representatives of the lower strata who 
become servants of the state. Question: why must a 
socialist professional army form an estate that 1s separate 
from the people” 
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who have mastered milttary affairs at a level 
and are waiting to be discharged nto the reserve Thus at 
any given moment, only 50 percent of the soldiers and 


explains the length of their working day: up to 14-15 
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Works}, Moscow, 1977, p 353. 
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INTERNATIONAL ORGANIZATIONS 


The IMF and IBRD in the World Economy: A 
View from New Positions 


904 M0008 K Moscow MIROVAYA EKONOMIKA I 
MEZHDUNARODNY YE OTNOSHENTYA in Russian 
No 1, Jan 90 pp 111-119 


[Article by Gyuzel Nailyevna Anulova, candidate of 
econome scrences, semior scoentific associate, USSR 


[Text] “Interdependence” and “world economy” are 
concepts that have only recently become a real part of 
our scientific parlance. Their recognition in turn 
urgently requires the i of many important 
problems in the world economy problems include 
the activity of two large UN institutions: the 
International Monetary Fund (IMF) and the Interna- 
tional Bank for Reconstruction and Development 
(IBRD) 


Among the almost 400 multilateral imtergovernmenta! 
organizations, the IMF and IBRD are “superstars” 
They number 15! countries among their numbers: all 


dictates of the industrially developed Western 
covatnes.”’ The line that was pursued artificially set the 
and IBRD against other UN institutions. However, 
objective and comprehensive analysis of the role of the 
IMF and IBRD im the world economy acquires ever 


monetary and financial organizations founded in | 944 at 


perity mm the postwar world. All this was reflected in 
charter goals that were formulated at Bretion W oods and 
that have remained unchanged to this very day 











Thus, the top-priority objectives of the IMF were to 
create a continuously functioning body to ensure consul- 
tation and cooperation between member nations on 
international monctary problems. The second objective 
was formulated very broadly and essentially revealed the 
basic goal of monctary cooperation: to goal of promoting 
balanced growth of international trade and of increasing 
employment and real incomes and maintaining them at 
a high level, and of developing the production resources 
of all member nations. 


The Fund was also supposed to promote the intensifica- 
tion and effectiveness of international exchange by sta- 
bilizing exchange rates and preventing the competitive 


currency 
restrictions, and by offering credit for the regulation of 
payment balances.” The latter must meke it casier for 
member nations to follow the international “rules of the 
game™ by stlowing them to refrain from introducing or 
intensifying various kinds of restrictions, competitive 
devaluations, tc. 


The IBRD charter also gives priority to the most general 
objectives: the creation of favorable conditions for pro- 
ductive capital investments, the stimulation of an inter- 
national flow of long-term investments, the reconstruc- 
tion and development of the territory of member 
nations, and the conversion of a military economy into a 
civilian cconomy. The specific forms of the Bank's 
financial activity include guaranteeing private foreign 
investments or participation in them, granting its own 
loans under sensible conditions in the absence or 
shortage of private capital, and the granting or guaran- 
teeing of credits in connection with international 
financing in other channels.‘ 


A substantive feature of the charters of the Fund and the 
Bank is the absence of any kind of principles that are a 
priori enacceptable to countnes with any social system 
and any economic system. Nor are there any funda- 
mental restrictions on membership. At the time the IMF 
and IBRD were created, it was assumed that al! “associ- 
ated nations” based on the “economic unity of the 
world,” the “senselessness of economic rivalry,” and the 
“feeling of deep responsibility to those who have borne 
80 many sacrifices for the sake of their hopes for a better 
world.”’ Considering this as well as the breadth, dura- 
bility, and general human character of their charters’ 
objectives, it seems to us that it may be possible to speak 
of the universality of the basic conception of the given 
international monetary and financial organizations. 


Nor « this conclusion contradicted by the generally 
recognized decisive role of the USA in the creation of the 
IMF and the IBRD. International cooperation is not the 
result of relations between abstract countries as mono- 
lithic blocs, but is rather a compiles struggle of internal 
forces over foreygn economic decisions. 
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The treasury, whech was actively supported by President 
F. D. Roosevelt, was the main driving force in the USA 
behind the creation of the international monctary and 
financial organizations. There was also powerful oppo- 
sition from narrow nationalist positions to the very dca 
of these organizations. Principal opposition came from 
advocatcs of an Anglo-Amencan monctary bloc. Unlike 
them, many representatives of the Roosevelt admunistra- 
ton were onented toward postwar constructive cooper- 
ation between all countrnes. 


In the specific situation of that time, they could advocate 
general human, global interests stemming from a more 
farsighted understanding of “enlightened self-interest.” 


However, the question naturally arises: why did the 
Soviet Union—one of the principal founders of these 
Organizations, an active participant in the formulation of 
their charters and in the Bretton Woods conference—not 
become a member of the IMF and IBRD? “The Soviet 
delegation’s proposals.” wrote K. Ya. Chizhov, the 
author of one of the few responsible books about the 
IMF and IBRD, “made it somewhat casier for countries 
whose economy had been destroyed during the war to 
become members of the Fund, but they did not alter the 
general nature of the Bretton Woods agreements as an 
instrument of the capansionist policy of imperialist 
monopolies. Therefore the Sovict Union did not ratify 
these and does not participate in the Inter- 
national Monetary Fund.” We were contented with 
such explanations for a long time. However they create 
the impression that during several years of negotiations 
the Soviet delegation did not realize the essence of the 


The absurdity of such a supposition 1s obvious to anyone 
familiar with the situation at that time. In actual fact, 
every minute detail in the position of the Soviet caperts 

thoroughly coordinated with Moscow and reported 
to Stalin. Members of the Soviet delegation occupied 
high posts at the Bretton Woods conference: one of four 
vice-presidents, chairman of the Fund Operations Com- 
mittee, chairman of a special information committee, 
member of a quota-sctting committee, cic. The Soviet 
Union was assigned the third largest quota in the IMF 
share of participation in the IBRD after the USA 
Great Britain (together with colonies) and was 
granted numerous serous concessions. Upon his return 
from Bretton Woods, |. Ziobin, an actual participant in 
the negotiations. called the agreement a great victory of 


mental principles concerning international interaction im 
the monctary and financial areca. The essence of its 


that indirectly fixed the special status of the USSR made 
it possible to change nothing im the internal structure for 
the sake of international cooperation. Some of the 
amendments, to be sure, had consequences for other 
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agreements, the possible participation of 
the IMF and IBRD during that period was tantamount 
to nonparticipation from the standpoint of the internal 


South relations. In this connection, the present, qualita- 
tively higher stage in the activity of the IMF and IBRD 
begins roughly in the early "70s when the development of 
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the executive bodies of the Fund and the Bank. Deci- 
sions are tradstionally made on the basis of consensus. In 
such a situation, the significance of the formal number of 
votes 1s substantially less than the weightiness of the 
arguments and there 1s less of a tendency of the countnes 
to form coalitions. 


oped caprtalist and developing 


mittee, the Fund's charter legislatively reinforced a 
number of important pnnciples for borrowing countnes. 
In particular, the article on the IMF's observance of 
national exchange rate regimes includes the obligation of 
the Fund's leadership “to respect the internal sociopolit- 
ical goals of member nations” and “to take the obliga- 
tions of member nations properly into account.”"° These 
obligations were later concretized in the “Principles 
U the Fund's Advancement of Economic and 
Political Terms for its Loans” that were adopted in 
1979. 


remain vulnerable There are still penodic situations in 
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ratio of state budget deficit to GNP, the level of interest 
rates, changes in taxation, cic.), “mululateral observa- 
tion” of the fulfillment of these obligations and the 
present and prospective economic development of cach 
of the partners and of the Western community as a 
whole. Of course the implementation of declared inten- 
tions encounters various difficulties. But in our opinion, 
we must not lose sight of one aspect: for the first time in 
world economic history, the governments of the major 
nations pledge to coordinate numerous measures that 
have traditionally be regactded as an internal matter. 


Since the benefits and costs of coordination in the short 
term are unevenly distributed among participating coun- 
ines, there are frequent disagreements in the “haggling” 
process (we recall the “interest wars” of the first half of 
the “80s or claims by the American leadership against 
Japan and the Federal Republic of Germany concerning 
their “excessive” caution in stimulating economic 
activity im the second Atif of the decade). Naturally, 
from the very beginning governments of the Seven felt 
the need for a neutral and competent arbiter and they 
began using the IMF in this capacity. 


The managing director of the Fund is invariably invited 
to all meetings of the Seven, even the most highly 
ee Oa a eee 
most important decisions. The Fund's participation in 
the negotiating process, ensures a long-term, strategic 
approach to common problems and consensus on pnor- 
ities. What ts more, in the process of multilateral coor- 
dination, countries belonging to the Seven actively use 
the potential of the Fund in the form of the gigantic 
volume of regularly processed information and the con- 
stantly improved methods of systems research. This is of 
greater interest to the West than the orga- 

nization’s finamal resources. 


However, the functions of the IMF as brain center and 
coordinator are not confined to the sphere of monctary 
policy. Since the carly “80s, it, together with the IBRD, 
has occupied key positions in the regulation of the debt 
crisis. Their activity to resolve the debt problem is 
conducted in three basic directions: the fulfillment of the 
role of world forum for the discussion of plans for 
reguiating indebtedness at the intergovernmental level 
and the adoption of concreie decisions on a solid finan- 
cial base; support for the influx of foreign financing to 
debtor nations; assistance to national governments in 
finding directions of stabilization and economic restruc- 
turing in order to resolve the debt crisis and to accelerate 


socioeconomic development. 


The first direction hardly requires explanation. Suffice it 
to recall that it was specifically at IMF-IBRD sessions 
that the widely renowned “Baker Plan,” the decision of 


the Seven to write off some of the debts of the least 
developed nations, cic, were submitted. Incidentally, 
since 1988 there has been an appreciable reduction of 
differences in positions on the regulation of indebied- 
ness between these organizations and UNCTAD. 


67 


But as regards the second direction, the Fund and the 
Bank assumed the functions of coordinator and catalyst 
of the entire system of external financing of debtor 
nations and developing countnes in general. Thus while 
m the "70s, Western commercial banks competed to 
expand their foreign credit operations, when the first 
signs of insolvency of debtor nations appeared, they 
began an equally feverish search for guarantees of the 
recovery of their assets and ways of “retiring from the 
game™ as carly as possibic. 


lt became obvious thal participation in international 
monctary and financial organizations was the only 
potential guarantee for them in interrelations with sov- 
ereign borrowers. Therefore, starting in 1982 the IMF 
headed practically all extraordinary international 
actions to put together “packages” of short-term 
financing for countries on the verge of bankruptcy. The 
Bank for International Settlements, the U. S. import- 
Export Bank, many regional banks and national organi- 
zations, and EC organs became involved in these actions. 


The tradition has developed that commercial banks 
grani debt extensions or new loans to debtor 1a.:0ns only 
if they immediately enter into negotiatons wi.h the IMF 
or IBRD to coordinate economic reform programs. The 
Paris club of Western governmen’ creditors usually waits 
until the Fund's directorate has officially issued credit 
before making the final decision to defer the repayment 
of a state's debt. 


Most Bank projects in the ‘80s have involved the partic- 
ipation of third parties—national and international 

tal organizations—as creditors (including 
specialized UN agencies), export credit organs of the 
developed capitalist countnes, commercial banks, and 
nongovernmental organizations. Al! these institutions 
view partnership with the IBRD as a guarantee that they 
funds will be repaid and as the highest degree of substan- 
tiation for the capital investments that they make. What 
is more, with the creation of the International Agency for 
Guaranteeing Investments under the IBRD, the guaran- 
teed activity of the Bank gocs beyond the framework of 
projects directly involving its investment resources, and 
its advisory functions now play a larger part in foreign 
investment. 


International monetary and financial organizations are 
to an ever increasing degree the coordinators and guar- 
antors of official Western aid to the developing countnes 
closely interacting with the OECD Development Assis- 
tance Committee. There is close cooperation with 
GATT. Its secretariat regularly submits information to 
international monctary and financial organizations on 
trade policy and trade agreements of member nations, 
conducts joint consultations with GATT and the IMF 
with a wide circle of countries, quantitative methods for 
evaluating the influence of the liberalization of trade on 
the balance of payments are continuously improved. 


The Fund and the Bank, interacting with the UN, devote 
growing attention to the implications of disarmament for 











development. The IBRD prepares various studies and 
reference materials making it possible to view military 
expenditures in the context of the general needs of 
development.'' The IMF is directly involved with the 
problem of military spending in debtor nations when it 
coordinates ways of reducing state budget deficits. 
According to the data for 1980-1984 (later data have not 
been published), 7 out of 94 signed stabilization pro- 
grams contained direct agreements with national govern- 
ments to curb defense allocations as a basic condition to 
receiving credit from the Fund.'’ 


Stabilization and Structural Adaptation 


The principal reason why financial and credit institu- 
tions, governments, and international organizations are 
interested im cooperating with the IMF and the IBRD is 
that the Fund and IBRD can make recommendations to 
governments of borrowing nations in the area of eco- 
nomic policy with due regard to the entire complex of 
iniernational circumstances, which no other foreign 
entity 1s entitled to do. The IMF usually specializes in 
short-term financial and economic stabilization, the 
IBRD—in long-term structural change in real economic 
indicators. Both of them have the objective of adapting 
the economy of member nations to altered conditions in 
the world economy, increasing the effectiveness of their 
particypation in the international division of labor, and 
of seeing to it that debt payments are uninterrupted. 


The “conditionality” of the Fund's credits is a principle 
that has been operative since the mid-'50s. The mere 
granting of short-term financial aid at a time when the 
payment balances of member nations is in a crisis state is 
considered insufficient. The IMF emphasizes the elimi- 
nation of the causes of these crises if they are not 
connected with short-term external circumstances or 
natural disasters. In order to restore the equilibrium of 
foreign payments, the Fund's stabilization programs 
usually suggest introducing strict economies, including 
monetary and credit restrictions, tax reforms, and 
reduced budget spending by freezing the wages of state 
blue- and white-collar workers, by reducing transfers 
[perevody]| and subsidies, by modifying investment pro- 
grams, by devaluing the national currency, etc. 


The IBRD has also similarly expanded the range of its 
jurisdiction. The bank has gradually changed from a 
predominantly financial institution into the principal 
center for formulating and testing development strategy. 
In our view, this is explained by the following circum- 
stances 


First. the cumulative experience of projects credit- 
financed by the IBRD (since 1960—together with its 
affiliate, the International Development Association) 
shows that unless the present and prospective state of the 
national economy, internal political, social, cultural, and 
ethnic features of the borrowing nature are taken into 
account, even technically optimal projects are doomed 
to fail or at least will not attain the proper level of 
effectiveness 
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Second, increased interdependence has led to the reas- 
sessment of the basic functions of the IBRD in the 
principal capitalist countries in whose financial markets 
the Bank mobilizes the greater pari of its operating 
resources. The IBRD's middieman role in the profitable 
and reliable exporting of capital has receded to a sec- 
ondary place even though it 1s still important. The 
participation of the Bank in promoting cconomic and 
political security in the world depends largely on the 
stability of internal development and the diminution of 
social contrasts in the developing countries. 


The IBRD realizes its views of optimal models of devel- 
opment for specific borrowing countries both through 
the establishment of priority directions of credit- 
financed projects and through cconomic and political 
terms of “credit for structural adaptation™ not connected 
with projects. 


Special projects corresponding to the doctrine of * satis- 
fying basic needs” within the framework of the Bank's 
activity to overcome poverty in the developing world can 
serve as an example. Such projects include the stimula- 
tion of land reform, the improvement of small peasant 
farms’ access to credit, water, and social services, various 
kinds of rural construction projects: distributary canals, 
rural hospitals, schools, roads, warehouse and market 
facilities; urban development of small enterprises based 
on labor-intensive technologies, slum reconstruction, 
etc. 


IBRD structural adaptation programs (which are usually 
formulated in close interaction with the IMF) are 
directed toward the more effective utilization of the 
available resources of member nations and toward the 
creation of conditions for the long-term growth of their 
production potential. Mcasures are usually recom- 
mended to improve internal price formation, the finan- 
cial system, internal economic exchange, to privatize or 
rationalize the state sector, to stimulate internal savings, 
to develop joint-stock forms of property and internal 
stock markets (the latier 1s to no small degree promoted 
by the very substantial increase in the activity Jevel of an 
IBRD affiliate: the International Finance Corporation). 


The interrelations of the IMF and IBRD with borrowing 
countries engaged in stabilization or structural adapta- 
tion programs are by no means conflict-free. There were 
powerful protests in the '80°'s against the Fund's terms in 
many countries (Argentina, Brazil, Sudan, Egypt, the 
Philippines, ctc.). The implementation of the programs 
was interrupted in many instances. We are still prone to 
interpret such instances as a manifestation of the 
antipopular character of the IMF's demands. In actual 
fact, everything is not as simple as that. 


It is known, in particular, that the most highly developed 
Third World coun'ries that possess a large economic and 
scientific-technical potential and substantial weight in 
the international division of labor, that have a modern 
economic analysis system, and that are able to make a 
sober assessment of their own problems work out their 
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own national economic and political reform programs. 
They usually obtain the subsequent approval and finan- 
cial support of the IMF and the IBRD. Reactionary 
regimes are not the only ones that adopt strict programs. 
National governments very frequently need the cover of 
the IMF and IBRD to implement painful and unpopular 
but vitally necessary restructuring measures and still 
remain in power. Government aticmpts to “live within 
its means” evoke broad dissatisfaction inside the nation. 
In this regard, there are two explanations for the frequent 
interruption of IMF and IBRD programs. Either a gov- 

ernment intends to violate them and 1s only guessing the 
time required to obtain additional resources from pri- 
vate banks, governments, and the given organizations 
themselves or a government in unable to fulfill its 
obligations because of internal political opposition. 


Relations with Socialist Countries 


Despite the difficulties that periodically arise in the 
interrelations of member nations with international 
monetary and financial organizations, most countries 
consider participation in them an important clement of 
their economic policy. The IMF and IBRD play a central 
role in resolving a number of key world financial prob- 
lems in multilateral cooperation and have a serious 
impact on the ipternational credit and investment cli- 
mate, on the restructuring of the world economy, and on 
overcoming poverty in the developing countnes. The 
IMF and IBRD are an integral part of the worldwide 
system for regulating the most important areas of world 
economic relations. 


Socialist countries’ interest in membership and active 
participation in the IMF and IBRD revived in the "80s.'’ 
This is connected with such major changes in internal 
and external conditions of their development as the 
implementation of economic reforms, the relaxation or 
elimination of isolationist tendencies, the recognition of 
the existence of restructuring problems common to the 
entire world community, the rigidification of world 
economic conditions in the economic development of 
socialist countries, and favorable changes in interna- 
tional monetary and financial organizations themselves. 


Integration in the world economy—a course adopted 
within the framework of the reform, the enhanced role of 
value indicators and indirect economic regulatory 
instruments, the attainment of convertibility of currency 
and multilateralncss in the settlement of accounts, and 
the increased effectiveness of economies and their inter- 
national competitiveness have not only brought the goals 
and methods of development of socialist countries closer 
together to the principles of the IMF and IBRD, but have 
also made membership in these organizations essential 
to the attainment of their goals. To Poland, Romania, 
Hungary, and Yugoslavia, interaction with the IMF and 
the IBRD has also become an urgent question in the light 
of their efforts to resolve their foreign debt problems. 


All socialist countries that are member nations of the 
IMF and IBRD have derived major commercial benefits 


from their participation. This first of all concerns the 
impressive scale of use of Fund and Bank credits.'* The 
countnes also have access to artificial reserve units— 
SDR’s [special drawing mghts], to participate in interna- 
tional and local markets [torgi] supplying equipment: for 
IBRD projects, and also to technical advisory assistance, 
particularly in the area of national economic research, 
the development of computer systems, and personne! 
training. Membership in these organizations has had a 
positive impact on the development of relations with 
other Western creditors. Finally, IBRD credits have 
promoted not only the strengthening of the production 
potential oi a number of countries, but also the inte- 
grated transformation of the national economy, agrarian 
reform, the rapid expansion of promising export 
branches, and regional economic independence. 


Most socialist countries that are member nations of the 
IMF and IBRD have at various times carried out finan- 
cial-economic stabilization or structural adaptation pro- 
grams that were coordinated with the Fund and the 
Bank. The experience of these programs has varied. For 
example, the terms for credit received by Hungary from 
the IMF in 1982-1984 were a typical example of “self- 
conditionality” [samoobusloviennost]. In other words, 
the IMF believed that the country’s policy was correct, 
but that i needed time and resources to carry it out 
consistently. The problems and conflicts that have arisen 
in other socialist countries are the same as those experi- 


enced by the developing countries. 


What is the USSR’s attitude toward these international 
monetary and financial organizations? If we proceed 
from the invariability of the model of the Soviet 
economy that has existed up to now, the Soviet Union 
does not need the Fund and the Bank. Unlike other 
socialist countries, the USSR will hardly receive imme- 
diate commercial benefits from participation in the IMF 
and IBRD above an beyond the cost of joining. 


In particular, membership could not substantially influ- 
ence the status of the USSR as a borrower in interna- 
tional capital markets, which is determined by different 
factors than for small countries. It can be beneficial to 
obtain credits from these organizations proper but only 
as an auxiliary instrument in the resolution of national 
economic problems. Finally, access to international 
IBRD torgi can be of interest to Soviet enterprises only 
after they have improved the quality of our technical 
products and machinery. 


However. the farther the Sovict Union goes in using 
economic methods of managing the national economy, 
the more negative may be the absence of legally formal- 
ized relations with the IMF and the IBRD.Faciors 
speaking in favor of the USSR's joining international 
monetary and financial organizations are primarily out- 
standing for their long-term, strategic nature. They may 
include: 


—the possibility of influencing strategic decisions and 
the everyday practice of multilateral regulation in the 











international monetary and financial sphere, with the 
USSR's expanded participatvon in the world economy, 
these factors will more and more appreciably affect 
Soviet foreign economic interests, 


—ensuring the compatibility of new monetary and finan- 
cial regulatory instruments developed in the USSR 
and norms generally accepted in the world community 
that cannot be attained in the absence of full member- 
ship 11 Competent organizations. Such compatibility, 
which 1s essential for in-depth integration in the world 
economy, will make the USSR a more attractive 
partner to the developed countries, especially in the 
area of joint ventures and other forms of cooperation: 


—the elimination of the uncqual status of Soviet enter- 
prises and departments compared with their foreign 
competitors in external markets and the acquisition of 
the necessary legal protection against discrimination 
and currency restrictions. The obligations of IMF 
member nations to avoid such a practice extend only 
to member nations at the same time that the threat of 
using various kinds of monetary and trade barriers 
against the USSR will mount as its competitive posi- 
tions grow stronger. The lack of access to IBRD torgi 
closes a very substantial and growing part of the world 
market for equipment and technological services to 
Soviet exporters: 


—fundamental changes in the world view and quality of 
the work of personne! of enterprises and departments 
engaged in foreign cconomic activity as a result of 
regular and intensive contacts with highly effective 
multilateral institutions and training in special IMF 
and IBRD courses and seminars, 


—access to the vast information available in the IMF 
and IBRD on all countries, the results of global 
economic analysis, and the latest technology, which 
will increase the substantiation of foreign economic 
decisions and the effectiveness of projects; 


—the use of the experience and expertise of IMF and 
IBRD personne! on numerous national economic 
problems, including the optimization of investment 
programs, restructuring, the promotion of an onenta- 
tion toward exports, price reforms, assessments of 
specific projects, etc. 


As regards the position of other IMF and IBRD member 
nations on the Sovict Union's participation, ut will be 
determined first and foremost by the general climate in 
East-West relations. Of course, considerable efforts may 
be required to overcome both obvious discrimination 
against the USSR and stereotypical views of the USSR's 
potential behavior in these organizations. At a meeting 
with representatives of the Tripartite Commission, M. S. 
Gorbachev emphasized: “We in the Soviet leadership 
are approaching the adoption of a fundamental decision. 
But there is need for understanding and for responsive 
measures from the other side. We cannot accept all rules 
of participation in the IMF and IBRD, etc., all at 
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International monctary and financial organizations have 
changed substantially in the last 10-15 years. There have 
also been substantial changes in the international situa- 
ton and in economic and political thinking in the USSR. 
In our opinion, all this makes it possible to approach the 
problem of the Soviet Union's interrelations with the 
IMF and IBRD from new positions. 
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[Text] Securing stable economic growth rates while at the 
same time preserving the environment is among the 
priority objectives of the economic policy of most devel- 
oped capitalist countries. The introduction of resource- 
conserving and waste-free technologies is one of the 
effective ways of realizing this objective.’ Many coun- 
tries, including the FRG, have already achieved consid- 
erable success in this area. The oil crisis of the mid-"70s 
provided the impetus for the rapid development of the 
branch that refines the waste and utilizes secondary raw 
matenals 


Directions of Development 


Waste refining accounts for 1.5 of the GNP of countries 
in the European Community and provides employment 
for two million persons. waste in the EC 
averages 2.2 billion tons a , its liquidation costs 


The annual volume of waste, refuse and garbage in the 
FRG is approximately 500 million tons, 50 percent of 
which is generated by agriculture, 25 percent—by 
industry, 15 percent—by mining, and 2.5 percent by 
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public utultues. The cconoms damage resulting trom 
environmental pollution 1s assessed at 100-160 bilhon 
marks a year or 8 percent of the GNP. In 1975 the FRG 
was the first in the EC to adopt a program for recycling 
production and consumption wastc. Its primary objec- 
tive 1s to extract the maximum quantity of useful matter 
from the waste, to climinate unrecyclable residucs, and 
to improve the conditions of life activity of man and the 
environment. 


The program called for reducing the overall volume of 
waste by introducing wastefree technologies, by 
increasing the service life of the product, by raising the 
use coefficient of raw materials and waste proper, 
including the recycling of secondary raw materials, and 
also by using waste as an energy source and their 
inclusion in the biological cycle of matter. Ecologically 
pure production and clean destruction of waste are a key 
clement of the program. It was planned to create a 
special branch of the economy to realize these objectives. 
Thus, the FRG was the first West European country to 
embark on the path of an ecologically onented economy. 


It should be noted that the FRG's policy in the area of 
environmental protection underwent substantial 
changes in the postwar period. The primary emphasis in 
the "50s was merely to spread noxious cfflucnts over the 
largest possible area. The construction of various kinds 
of sewage treatment plants started in the late "60s. In the 
“BOs, it was concluded that trapping harmful substances 
in one medium (air or water) and then releasing them 
into another medium (the soil) is by no means the best 
solution to the problem. It 1s essential to reduce to a 
minimum the emission of harmful substances in the 
production process, to collect, safely store and decon- 
taminate them, and to recycle them to a high degree. 
‘fier conceptualizing the experience of the FRG and 
other countries, in 1979 the EC Council of Ministers 
formulated the Community's uniform policy on clean 
technologies. In particular, 46 million ECU's (European 
currency units] were allocated to finance drafis of the 
second EC program (1979-1983) on the development of 
energy-saving technologies and unconventional energy 
sources. 


In 1984 the EC Council of Ministers allocated resources 
for the development of wastefree technologies. There 
was discussion of the development of demonstration 
systems for monitoring the state of the environment. 
State financial support accounted for 30 percent of the 
cost of the project. About 50 proposals were received 
from industrial forms and corporations on the develop- 
ment of clean technologies, chiefly in the food industry. 
At the same time, the European Investment Bank 
granted the European Investment Bank a long-term loan 
of 24 million ECU's for the development of energy- 
saving technologies and environmental protection. 


By the mid-'80s, the branch for trapping and recycling 
waste had become an important ccologically onented 
sphere of the national economy.‘ In view of the increase 
in the volume of imported raw materials, the use of 














secondary resources 1s becoming ever more important to 
the FRG cconomy. The Law on Waste, which took effect 
in November 1986, provided that the level of recycling 
must be raised to 25-30 percent, and for individual types 


(for example, glass and paper}—to 45 percent. 


Over 180 private firms are presently engaged in wasic 
recycling in the nation. Four billion marks in additional 
investments will be required to meet the demands of the 
law. This in turn will result in the creation of 20,000 new 
jobs in waste-supplying branches and to 8000 new jobs in 
the waste-processing and -recycling branch. In the pernod 
up to 1995, investments in waste processing and decon- 
tamination will comprise about 10 billion marks.’ 


The production of environmental pollution control 
equipment is developing dynamically because of the 
growth of nature conservation demands and standards as 
well as the prices of raw materials. It is estimated that the 
annual production of environmental protection technol- 
ogies in the West European countries will grow to 140 
billion marks by the year 2000. 


In the future the production structure of ecotechnologies 
will be as follows: sewage treatment (31.9 percent), 
processing, decontamination of waste and recycling of 
secondary resources (28.9 percent); energy saving (16 
percent), air pollution control (14.8 percent). The pro- 
duction of measuring and test equipment and noise 
control technology will reach the 6 and 2.5 percent level, 
respectively. The FRG is presently the leading producer 
of approximately 30 billion marks’ worth of ecotech- 
nology a year—32 percent of its total production in West 
European countries.° 


All adopted environmental protection laws promote the 
substantial expansion of the production and sale of 
energy- and resource-saving technologies and ecological 
equipment. Thus while the average is 7 percent for other 
branches of industry, the average annual growth of sales 
exceeds 10 percent (including measuring and test equip- 
ment—30 percent, certain types of instruments—more 
than 50 percent). West German experts are expecting an 
investment boom in this sphere. 


Broad foreign trade opportunities open up to producers 
of ecological equipment. The FRG was one of the first to 
enter the international market for these products. 
Already in 1983 export orders for environmental pollu- 
tion control equipment was 3 billion marks. In 1987 the 
sale of goods and services in the area of resource conser- 
vation and environmental protection totaled 21.5 billion 
marks or approximately 1.2 percent of the GNP. Trash 
incinerators, sewerage composters, industrial waste 
pyrolyzers, etc., were in the greatest demand. 


European Environmental Year, which ended in March 
1988, marked the beginning of the Fourth EC Ecological 
Program (1987-1992).” Its structural character, which is 
independent of short-term fluctuations, is affirmed as 
the basic principle of ecological policy. The reference is 
to the lowering of the share of natural resource-intensive, 
energy-intensive, and polluting and the raising of the 
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share of resource-saving and wastefree technologies in 
the overall volume of production. 


Demand 1s growing for ecologically safe products both in 
the FRG and throughout the entire community. Coun- 
tines that mmstitute stricter ecological standards are in a 
preferential situation, which in turn increases their 
export potential. The foregoing applies in full measure to 
resource-saving technologies and to the use of secondary 
raw materials. 


The Use of Secondary Resources 


Various methods are used to climinate an enormous 
mass of waste and garbage in the FRG. The first and 
simplest 1s garbage dumps. There are more than a 
thousand specially equipped dumps and, according to 
the estimates, another 600 will be required by the end of 
the century. Naturally, dumping docs not solve the 
problem because there is almost no space left for new 
dumps, while the mountains of waste continue to grow. 


There 1s also the problem of pollution of the soil and 
ground water, the formation of gases. the reproduction 
of harmful insects, the pollution of the atmosphere with 
dust, etc. Because of these factors, the significance of 
dumping will diminish. However it will continue in the 
future as well because many types of waste cannot be 
recycled and must be buried. This raises the demands 
that are made on dumps: the double compaction of their 
foundation, monitoring and preservation of waste 
hauled to the dumps, trapping and purification of gases, 
waste decomposition channels, cic. 


Long ago, people got md of trash by burning it. This 1s 
still the most reliable method today. Over one-third of 
the waste from public utilities and homes in the FRG is 
burned at 47 plants. It is planned to increase the number 
of garbage incinerating plants (GIP) by another 20-25 
units. Including those that are already in existence, this 
will make it possible to satisfy the population's needs by 
almost one-half. 


The structure of wastes has now changed substantially 
especially because of the increase in the share of used 
motor oil, household oil, and plastics. As carly as the 
mid-'60s, combustion has been used not only to reduce 
the mass of garbage, but also to produce power. Heat 
exchangers are installed at all GIP’s, and the additional 
heat energy that is generated im the process is used 
primarily by the public utilities. Throughout the nation 
as a whole, GIP’s economize 0.6 percent of the primary 
energy carners and supply up to 4-9 percent of some 
cities’ energy requirement. 


Waste has approximately the same heat-producing 
capacity as brown coal. Combustion of a ton of waste 
produces 300-400 kilowatt-hours of electric power. It ts 
estimated that the use of waste as a fuel can practically 
entirely satisfy the public utilities’ needs for electric and 
thermal power. The profit from producing power and 
heat from waste at heat and clectric power plants, at 
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thermal electric power plants, and from steam genera- 
tion is 25-100 marks per ton." 


However combustion requires sizable outlays on the 
purification of exhaust gases and on the elimination of 
residue. Air purity requirements stemming from the Law 
on Waste make new ccological demands on garbage 
incineration plants. In particular, tougher regulations are 
imposed on the maximum allowabie concentration of a 
number of carcinogens and heavy metals in effluents. 
Exhaust gases must contain at least |! percent oxygen. 
All this is scheduled for 1994. as a result of which the 
operation of GIP’s will be practically safe for the envi- 
ronment. 


Composting is the most cconomical method of elimi- 
nating and recycling waste, especially waste of organic 
origin. It consists in the decomposition of organic matter 
by microorganisms and the production of organic fertil- 
izer for gardens and hothouses, for the recultivation of 
land, and for urban landscaping. The FRG numbers 
more than 20 firms that compost public utility wastes. 
Every year, they produce over 300,000 tons of compost, 
of which 70 percent are sold and 30 percent are stored. 
Success has also been achieved on private farms that 
have prepared three million tons of compost. 


In addition to the enumerated methods, pyrolysis is 
acquiring ever increasing significance. In addition to 
protecting the environment, it also facilitates the produc- 
tion of a number of substances in pure form (which 
cannot be otherwise obtained), the deep refining of 
organic waste, and the production of thermal power.” 
Pyrolysis is also used to extract metal components com- 
prising 5 percent of the total weight of the waste. 


The separation of paper and synthetics, especially plas- 
tics, from garbage is also of practical interest. Special 
enterprises use this method to process about half of the 
public utilities’ waste; however the share of manual labor 
is high. The separate (systematized) collection of sec- 
ondary resources has been developing successfully in the 
nation in recent years. A high degree of secondary 
utilization (paper, glass, synthetics—70 percent, iron— 
80 percent) and homogencousness of raw materials have 
been attained. 


As the table shows, the lowest economic costs are asso- 
ciated with the dumping of wastes and with the conven- 
tional and separate collection of secondary raw mate- 
rials. At the same time, such a method as combustion has 
been developed on a priority basis, notwithstanding its 
relatively high costs. Between 1970 and 1988, the share 
of this method in the overall processing and recycling of 
garbage and waste rose from 10 to $3 percent. At the 
same time, the share of dumping as a method of waste 
elimination declined from 60 to 5 percent. 
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Composting was developed primarily in agriculture and 
in the public utilities and has been used for approxi- 
mately 5-8 percent of all processed waste and secondary 
raw materials. Composting of the scparaitc collection of 
secondary raw materials and composting are the most 
effective method that is used for 60-65 percent of the 
aggregate and for 90-100 percent of organic waste 


The FRG press is discussing the question of the list of wastes 
that are to be collected separaicly and methods for trans- 
porting and storing them. Toxic chemicals, batteries, 
storage batteries, old medications, old oi! and paint, unused 
plant protection agents, photochemicals, and other chemical! 
reagents are now collected separatcly. This also includes 
detergents, powders, spot removers, disinfectants, cic. For 
these wastes there are special drop-off points, mobile, sec- 
twonalized containers for individual types of matenals 


The FRG occupies one of the leading places in the world in 
the processing and utilization of secondary resources. 
Thus, waste paper comprises 45-50 percent of all raw 
material used in paper production. As a result, 15 millon 
trees are saved every year. The FRG recycles 3! percent of 
its glass (Netheriands—5S3 percent, Belgium—38. Den- 
mark, France, Italy—20-25 percent). West German spe- 
cialists estimate that this indicator can be raised to 50-70 
percent if glass of different colors is collected separately 

Every year, the FRG imports over 100,000 tons of glass 
shards, the secondary processing of which means a consid- 
erabic saving of power and raw materials. The recycling of 
all manner of waste metal is as follows: (%): iron—90. 
tin—49, lead—48, copper —40, aluminum— ¥). zinc —25 


Ninety-cight percent of old cars are recycled. The 
average car yields 32.5 kilograms of aluminum, 26.5 kg 
of lead, 10.2 kg of zinc, 2.9 kg of copper, and 0.6 kg of 
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tun. As regards old automobile tires, they are recond:- 
tioned (24.2 percent), used in road construction (5-10 
percent), used for power production (6.1-7.6 percent), or 
are dumped (17.2-19.8 percent). 


The Regulatory Viechanism 


of environmental protection, but society's ecological 
costs, i. ¢., the ecological damage, as well. 


effluents and indirectly—through the system of taxation. 
Certificates occupy a special place among market levers 
for regulating resource conservation. They additionally 
tax enterprises and organizations inflicting harm on the 
environment. The norm for the discharge of harmful 
waste that 1s fixed in the certificate 1s taxed at a relatively 
low financial rate. If the norm is exceeded, the payments 
rise substantially and the size of the discharge according 
to the certificate declines every year while the payments 
themselves are differentiated for individual branches 
and regions of the nation.'° 


On the onc hand, such a system encourages firms to 
make ecological investments. On the other hand, ecolog- 
ically harmful production is the basis of a special fund 
that can be used to finance environmental protection 
measures. It should be noted that higher taxes on 
harmful effluents, sewage, and other waste evoke the 
protest cf many specialists. They believe that the ecolog- 
ical effect of tighter legislation is incompatible with 
businessmen’s expenditures to this end. To the contrary, 
it places them in a disadvantageous position compared 
with their foreign competitors. The attempt of the FRG 
government to introduce uniform tax legislation in this 
area within the framework of the EC is encountering the 
resistance of other members of the community 


Among the factors that influence the development of 
ecological equipment in the nation, state spending, sub- 
sidies, and low-interest financing are very important 
For cxample, the FRG Compensation Bank (a federal 
financial institution located in Bonn) offers low-interest 
loans to firms and communes investing in nature con- 
servation. What is more, it does this through local credit 
institutions Through its loans, the bank orients con- 
sumers primarily toward small and medium-size indus- 
tnal enterprises ard communes, toward the implemen- 
tation of nature-conservation and resource-saving 


comprise 15 percent of the total quantity of casing 
Special automatic devices paying a Xominal sum (3 
pfennigs) per bottle or can were installed to promote the 
collection. The caperiment was a success and this 
method of collection was introduced in most West 
German cities 


FRG systems for cxachanging, buying and selling sec- 
ondary resources and waste are of imtcrest. Special 
exchanges and organi7ations that use computers to col- 
lect and accumulate data on various regions regarding 
supply and demand for secondary raw materials and are 
intermedianes im the cachange of vanous types of waste 
Trade fairs are conducted, catalogs are developed, and 
data banks on waste and resource-conserving technolo- 
gies are being developed. This essentially means the 
development of a broad marketing network in the area of 
resource conservation. Thus, the Union of German 
Chemusts created the specialized “Waste Bank™ back in 
1973. This union selects partners free of charge for the 
realization of unutilized chemical industry wastes 


Hazardous production waste, like other secondary 
resources, are the subject of export-impor operations In 
1985 the FRG exported more than | million tons of such 
waste, including 26,900 tons to the Netherlands, 2300 
tons to Switveriand, | 3.900 tons to France, 890,000 tons 
to Belgium, and 89.000 tons to the GDR. Between 1982 
and 1988 cxports of such waste from the FRG rose by 1.9 
million tons or 6 $-fold '' 








attention. As a result, 15.5 bilkon marks 
spent in 1986 on fuel from ofl and natural gas than in 
1985. The total saving im the home during thu pernod 


sures. The greatest increase im jobs is capected at solid- 
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[Review by A. Veber of book “Zapadnoyevropeyskaya 
sotsial-demokratiya: pork: obnovienrya” [West Euro- 
pean Social Democracy: The Search for Renewal]. 
Responsible editors SP. Peregudov, doctor of historical 
sciences, and V. V. Peschanskiy, doctor of historical 
sciences, Moscow, Nawka, 1989, 320 pages] 


[Text] The heightened interest of researchers im social 
democracy as one of the main directions of modern 
socialrst thought and practice 1s entirely understandable 
im the stormy discussvons, moral and theoretical search, 
and broken stereotypes of our day Nor did Soviet social 
science ignore it im the past. Step by step 1 overcame its 
hereditary legacy of preyudiced, dogmatsx attitudes 
toward thes influential current om the mmternational labor 
movement. In the present stage, there are additional 
circumstances that strmulate research on the given direc- 
thon 


One of these circumstances—this 1s the point of depar- 
twre of the authors of the book under review—és the 
difficulties that social democracy has encountered sino: 
the carly 80s Several factors have contributed to its new 
situation: the cress that followed World War Il in the 
methods and forms of administration of state and socio- 
econome regulation. deep qualitative changes im the 
structure of the working class due to the technological 
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program ‘or was the planning princeplie mmcluded on the 
ace Declaration of the Socuaiest International's prnc- 


Of late, socaal Gemocrats—both om the ruleng and oppo- 


While the book describes the social democrats’ economic 
views quite widely and systematically, thew economic 


to power im 1982 are Wustrative. In 6 years (through 
1988 wnchusive), mndustral mvestments rose by 60 per- 
cent, unemployment dropped to less than 2 percent, 
inflation was halved, the budget deficit, which was $14.5 
billion, declined to $2 billion, and the real wage, 

had declined by 8.6 percent between 1976 and 1982, rose 


possible not only to secure the growth of economic 
effectiveness, but also to preserve the high level of 
employment and the social protection of the working 
people. And this convincingly refutes one of the main 
postulates of neoconservatiom the fund mental incom. 
patitility of one and the other 


which the reader 1s warned about m the mtroduction— 


4 


oo 
recent past had not yet surfaced with sufficent Geterm- 
macy” (p 8) At the same tome, 4 os coed woth certamnty 
that by the tome the book 1s published. there ell be more 
and more such features. Indeed, the second draft of the 
ace program of the Social Democratec Party of Germany 
(the work analyzes the first, so-<alled “Irecyskiy™ draft) 
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Review of Book Emphasizing Defensive Aspect of 
t uropean 


Security 
W4MOOORN Moscow MIROVAYA EKONOMIKAI 
MEZHDUNARODNYYE OTNOSHENTYA in Russian 


No 1, Jan 90 pp 144.146 


nate defense program of the Social Democratic Party of 
Germany, the basic clements of which are reflected in 
the rewrewed book “Security for Europe” by West 











German caperts on war and peace—A. von Bulow, H. 
Funk. and A. von Mulicr—appears to be most developed 
and complete 


The question of an altcrnate military doctrine and of a 
program of m:lstary organizational development and 
planning in the FRG was first urgently raised mm carly 
1955 mm the process of defining the role and place of the 
Bundesechr in NATO. In the course of the discussion, 
which heated up im the pages of DER SPIEGEL. the firs 
system of views on the use of the Bundesechr, which 
onented toward the defense of the nation’s territory 
without the gradual cscalation and use of nucicar battie- 
field weapons, was formulated. This variant was then 
forgotien for a long time and not until the last decade did 
it recerve new life, thes tome under different political and 
military conditions 


The Social Democratic Party of Germany started the 
search for new approaches to the problem of European 
security, starteng with its ecatraordimary congress 
(Cologne, 1983) that gave impetus to the formation of a 
nacw conception of security based on defensive struc- 


Mi 
el 
: 


The author beliewes that the military potential of the 
opposing sides must be evaluated and compared on the 
basis of not only quantitative and qualitative parameters 
of armed forces and armaments, but economn and 





trone here has no alternative. 1 must be strengthened 
arms reduction and detente One goal should be to return 
U. S$. and Soviet troops to their own territory 


Developing his ideas im the chapter “Proposals on the 


the armed forces on the basis of the proposed defense 
doctrine, the FRO will be left with 
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exerting stronger pressure on Pakistan after the with- 
drawal of Soviet forces from Afghanistan, the resezrcher 
notes the possibility of a change in Washington's course 
in the direction of the more consistent restraint of 
islamabad’s nuclear ambitions. At the same time, the 
very existence of a nuclear potential here places limits on 
American diplomatic efforts. In the scholar’s opinion, 
the USA must try to freeze the further production of 
nuclear materials in Pakistan (p 148). In the absence of 
coordinated efforts of other countries to curb nuclear 
preparations in South Asia, he believes that it will be 
very difficult to halt the growing nuclear rivalry between 
Pakistan and India (pp 108-109). 


Experts believe that Israel's potential ranges between 
100 and 200 nuclear weapons (p 166). L. Spector calls 
attention to the fact that officials here have abandoned 
the tactic of remaining silent over the possibility of 
creating nuclear weapons: “Their veiled references to 
Israei’s nuclear might are becoming more common” (p 
164). 


In the author's opinion, the acquisition of chemical 
weapons and missile delivery systems by neighboring 
Arab states forces Israel to devote increasing attention to 
the nuclear deterrence potential (p 186). Washington has 
practically closed its eyes to the nuclear efforts of its 
main ally in the Near East. However the prospect of 
medium- and long-range missiles in the armod forces of 
Near Easi covntrics increases the long-term risk of 
nuclear conflict between the USA and the USSR and 
threatens their nati~nal security interests. It is specifi- 
cally with the aim of «ts neutralization that the author 
advises the Americaa administration to exert unremit- 
ting pressure on Tx! Aviv to show restraint in the 
development of its missile potential (p 189). Isracl’s 
nuclear potential in the foreseeable future will be the 
main factor determining the strategic situation in the 
Near East. In this context, the schoiar believes, hopes for 
wonproliferation gains are best focused on initiatives 
aimed at reducing the risk of using nuclear weapons and 
at increasing military and political stability in the vola- 
tile region (ibid.). 


The Republic of South Africa is capable of producing 
14-23 nuclear weapons from its stockpile of fissionabic 
materials (p 293). In the researcher's opinion, the prin- 
cipal danger of Pretoria’s possession of nuclear weapons 
is that this might stimulate their proliferation. He 
believes that at a time when the nationa! liberation 
struggle is growing within the Republic of South Africa, 
the possibility cannot be excluded that Pretoria will test 
nuclear weapons with the aim of bolstering the position 
of the government of the white minority and of intimi- 
dating opporition forces. There is also the danger that in 
the event of internal political disorders, a radical 
grouping might seize control of nuciear weapons and 
even use them (p 287). Repeated declarations by Pre- 
toria that it 1s ready to place its nuclear installations and 
materials under the control of the International Atomic 
Energy Agency look like a “ciplomatic device” to mask 
its real plans in the nuclear sphere. In any event, the 





course, ignoring the existing realities can have cata- 
strophic consequences for international security, 
including U.S. and Soviet security. This is why efforts to 
strengthen the nonproliferation regime, to neutralize the 
risk of involvement in a military conflict that might be 
unleashed by new nuclear states acquire fundamental 
importance. The other question—how to reverse the 
process of nuclear proliferation—is no less important. 
Te importance and challenge of this task require that 
members of the world community reassess their interre- 
lations $0 as to attain a degree of cooperation in the 
“second front” of the struggle against the nuclear menace 
that 1s unprecedented since World War II. 
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page:. 


[Text] Of all the Western powers (with the possible 
exception of the USA), France pursues the most active 
Thrd World policy. The priority sphere of its foreign 
po’ itical interests here is the Afmcan continent where this 
country has retained firm economic, cultural, ideolog- 
icel, and even military-political positions since colonial 
times. 


The reviewed monograph is the first general study of 
French postcolonial policy in Africa in the "60s through 
the "80s in our literature. The author reveals the deep 
historical roots of the French “presence” on the conti- 
nent first and foremost in its French-speaking zone. We 
recall that 18 of the 50 members of the Organization of 
African Unity were once French colonies; French is 
considered the state language in 12 countries and is 
spoken in addition to English in 20 of them. 


The work points to numerous reasons behind increased 
French political activity in this region of the world. 
Among them: the still strong ties between the former 
mother country and the former colonies, the expansion 











of French capital which plays an important role in the 
economy of many countries on the “Black Continent”; 
interest im obiaining mineral raw materials and in the 
intensive exporting of its industnal products (in 1985, 
this are accounting for approximately 12 percent of all 
French exports); the persistent desire of Paris to draw 
upon Africa (and on the Third World in general) for the 
support of its international positions. 


The author calls attention to the consistency and conti- 
nuity of this policy in the last 3 decades. The monograph 
analyzes all stages and directions of French policy on the 
continent since decolonization and describes it in detail 
under presidents de Gaulle, G. Pompidou, and V. Gis- 
card d’Estaing. 


E. Georgiyev devotes primary attention to the study of 
the present stage which began with the socialists’ 
assumption of power in Paris in 1981. The enalysis is 
based on a comparison of the position of the French 
Socialist Party while it was in the opposition and the real 
policy that the socialist government has pursued starting 
in the summer of 1981. A good picture is presented of 
the evolution of F. Mitterand’s views of African policy— 
from the times when he twice headed the Ministry of 
Overseas Territories during the years of the Fourth 
Republic, before he became the leader of the French 
Socialist Party in the early "70s, and later in May 1981, 
after he became the president of the country. Much in his 
position has changed during this time, but i 1s charac- 
teristic that then, in the "50s, and now in the ‘80s, he 
considered the French “presence” here not only neces- 
sary but also vitally important for France's interests. 
“Without Africa, France will have no history in the 21st 
century,” he wrote in 1957. Upon becoming president, 
F. Mitterand continuously emphasized his dedication to 
a most active policy in this part of the world. At the same 
time there has been a significant increase in aid to 
African partners, the sphere of Paris’ interests on the 
continent has expanded, and the course of the military 
“presence” has continued (let us recall the events in 
Chad). 


The French Socialist Party, highly critical of the African 
course of the center-right administration, when it came 
to power, advanced the slogan of its modernization along 
the lines of democratization and humanization. It even 
proclaimed solidarity with national liberation move- 
ments. While the socialists were able to accomplish 
certain things—and this is shown well in the book, 
nevertheless the power of inertia and the long-term 
intercsts of French capital on the continent proved to be 
stronger than good ideological postulates. Starting 
already in the summer of 1982, as the work justly notes, 
the socialists’ reformist surge dried up under the influ- 
ence of the sharply deteriorating internal economic sit- 
uation and the retreat to the old positions began. Conti- 
nuity also dominated modernization in the area of 
African policy. “This was manifested,” we read, “in the 
support of especially close relations with “moderate” 
regimes, in the use of economic pressure, in the strength- 
ening of the military presence, in the subversive activity 
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of special services, in interventionist actions in Chad, in 
the approach to conflict situations, in the reluctance to 
regulate disputed territorial problems with African coun- 
tres” (pp 123-124). The particular dissatisfaction of the 
African and Freach public was evoked by continued 
economic cooperation with racist Pretoria even though 
the socialists condemned the apartheid regime in words. 
Not until 1985, when racist terror became rampant in 
the Republic of South Africa, was the socialist govern- 
ment compelled to take a number of demonstrative 
measures to limit this cooperation. 


An indisputable merit of the monograph is its in-depth 
and detailed analysis of the existing mechanism of 
Franco-Afncan cooperation. Here the author has assem- 
bled a wealth of factual material in the greatest detail and 
has revealed the role of numerous institutions in the 
development of such relations of the Fifth Republic: the 
president of the republic and his personal staff, the prime 
minister and the intelligence agencies subordinate to 
him (which play a little-noticed, but very important role 
in conflict situations in Africa), and various ministries. 


But E. Georgiyev did not confine himself to the investi- 
gation only of the “official” side of Franco-African 
cooperation, after showing its less visible side, in partic- 
ular the role of political parties, trade unions, other 
social organizations, associations of businessmen and 
individual companies and firms, and various “pressure 
groups.” All this substantially enriches the under- 
standing of the well organized mechanism of Franco- 
African cooperation. 


The concluding chapter of the book, in which the author 
for the first time in our literature defines the existence 
and degree of firmness of French positions in different 
regions and countries on the continent at the end of the 
“80s, is of considerable interest. He includes in the sphere 
of the “special interests” of Paris North, West, and 
Central Africa, substantiating his conclusions with 
numerous facts and statistical data. 


While giving a generally positive assessment of this 
substantive work, it is impossible not to make a number 
of critical comments. 


First of all, in my view even though the picture of 
Franco-African cooperation is multicolored, it is never- 
theless somewhat onesided. If we confine ourselves to 
the author's assessment of French policy in Africa as 
“neocolonialist and unequal,” the obvious interest of 
African countries in such “unequal” relations remains 
incomprehensible. Why do these countries themselves, 
including the non-French-speaking countries and even 
countries with a socialist orientation, openly aspire to 
develop cooperation with France? Why do those who at 
one time had various military agreements “forced” upon 
them that “encroach their security and sovereignty” are 
in no hurry to dissolve them and even frequently appeal 
to Paris for military aid? Unfortunately these important 
questions remain unanswered. 
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It is difficult to agree that the idea of drawing support 
from the Third World originated in French foreign 
policy only when the socialists came to power in 1981 (p 
5). In actuality 1 was advanced by General de Gaulle 
immediately after decolonization and the end of the 
Algerian war in 1962. It conceived Third World support 
as an effective means of withstanding the “hegemony of 
the superpowers.” The founder of the Fifth Republic 
even dreamed of making France into a unique leader and 
a representative of Third World interests in the interna- 
tional arena. Incidentally, bourgeois bistorans are not so 
prone to exaggerate the positive role of de Gaulle in the 
decolonization of French overseas possessions, as E. 
Georgiyev suggests (p 32). History itself in the given 
instance testifies in favor of this outstanding statesman 
who had the perspicacity and courage to draw a line 
under the colonial history of his country, overcoming not 
only the powerful resistance of the influential ultracolo- 
nialist lobby, but also the lack of understanding by those 
in his immediate environment. De Gaulle’s pragmatism, 
about which the author spoke, was nothing other than 
political realism in the given instance. It is essential to 
emphasize the significantly preventive nature of the 
decolonization of French Tropical Africa (carried out by 
the general under pressure of the national liberation 
movement). Is this not one of the secrets behind the 
firmness of the positions of Paris in French-speaking 
Africa? 


It would seem that the author also underestimated the 
ideological! aspect of the African policy of the socialist 
government resulting from the pre-election program of 
the French Socialist Party. During the first year they 
were in power, the socialists entirely sincerely (and, we 
add, vainly) tried to realize individual principles of their 
policy in concrete policy. The work for some reason also 
ignored manifestations of solidarity with national liber- 
ation movements. But after ali, this solidarity has not 
remained exclusively on paper and has found reflection 
in the foreign policy practice of Paris. 


Nevertheless, E. Georgiyev’s book is a serious and thor- 
ough study of one of the most important (and not yet 
studied in our country) directions of modern France's 


foreign policy. 
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[Text] The book under review: “The Road to Economic 
Recovery” is a report by an international task force of 


the Twentieth Century Fund, an influential American 
nongovernmental organization. Founded in 19:9, the 
Fund analyzes political, economic and social problems 
of world development. The task force, which includes 
well-known economists, political figures, representatives 
of banking institutions, and journalists, set itself the task 
of making recommendations on the regulation of the 
developing countries’ foreign indebtedness. 


The work's authors subscribe to the view that the broad 
and unconditional reduction of the foreign debt is not a 
constructive solution to the problem because on the one 
hand it does not guarantee economic growth in the 
developing countries and on the other hand it works to 
the serious detriment of the creditor nations. However in 
their point of view it is equally unrealistic to insist that 
the debtors strictly observe all their payment obligations 
in accordance with the existing credit agreements. They 
are simply unable to service the foreign debt entirely 
without causing the serious deterioration of their 
internal political and economic situation. The report 
consequently pursues the idea that the problem of the 
developing countries’ foreign debt must be addressed 
simultaneously im several directions and necessarily 
takes into account the interests of both debtors and 
creditors (p 5, 6, 7). 


The works indicates that the efforts of the task force were 
oriented toward the search for solutions that could turn 
the flow of financial resources from the developing 
countries in the reverse direction while simultaneously 
urging debtor nations to restructure the r economies and 
to increase investments in production (p 9). Obviously, 
such a goal necessarily presupposes as a minimum the 
long-term reform of interest payments on the foreign 
debt and the reduction of debt principal. The authors are 
fully aware of these circumstances and base their recom- 
mendations on them. The key proposal of the research 
group is that only interest on commercial credit be fully 
paid in U. S. dollars. In the opinion of the experts, other 
interest on foreign debts must be partially coupled to 
principal and must be partially repaid in the local 
currency of debtor nations. The correlation between the 
coupled and paid parts must be determined on the basis 
of the debtor nation’s financial status (Ibid.). 


The advocates of this solution see its positive aspects to 
lie in the following. It is assumed that the outflow of 
financial resources from Third World countries will be 
stemmed. Consequently they will have no need to main- 
tain the policy of reducing imports (including invest- 
ment goods) and of curbing their own capital invest- 
ments in their o-vn economy—a policy they are forced to 
pursue in order to service their foreign debt. Liberaied 
funds must be used for the needs of productive accumu- 
lation (and in order to secure this? il 1s proposed that the 
developing countries steer a course of liberalization 
within their economies). What is more, while at the 
present time such countries are compelled to lower the 
exchange rates of their currencies in order to improve 
foreign trade balances, thereby permitting inflationary 
pressure on the economy to grow, the work's authors 








believe that the proposed reform of interest payments on 
the foreign debt can lead to a real mse in the exchange 
rates of the currencies of debtor nations. This in turn will 
be an important step toward the creation of conditions 
for the return of former “fugitive” capital and conse- 
quently toward the additional expansion of the potential 
for productive accumulation. Such a measure will also 
help to reduce the inflation burden. Economic growth in 
debtor nations and the stabilization of their financial 
status must be the aggregate result (p 10). 


The scenano described above looks quite attractive. 
However in our view it contains three vulnerable pcints. 
First of all, it is noteworthy that the proposed reform of 
interest payments on the foreign debt is conditional 
upon the conclusion of an agreement between creditor 
nations and debtor nations that would require the latter 
to pursue “appropriate” internal economic policy. In 
practice, such an approach, in the opinion of one of the 
authors, “will in reality mean interfering in the internal 
affairs of sovereign states.” It is not by chance that some 
members of the task force considered it necessary to state 
their special opinion on a given question, properly 
considering the indicated condition of reforming interest 
payments on the foreign debt to be “counterproductive™ 
(p 11). Incidentally, a similar scenario 1s already being 
used within the framework of the “Paris Club” and is 
generating major contradictions. 


The second vulnerable point is that the coupling of 
interest to principal leads to the increase in the latter and 
hence to the growth of aggregate interest on the debt. As 
a result, future payments of developing countries on 
servicing their foreign debt will be higher. The proposed 
decision thus means only a temporary but quite costly 
breathing spell because when it is over, the outflow of 
financial resources from debtor nations in the form of 
interest payments will resume on a higher scale. 


It should be noted, to be sure, that the realization of the 
task force's other recommendation to modify the mech- 
anism for servicing the foreign debt can attenuate the 
situation somewhat here. The reference is to a proposal 
to coordinate interest payments with the economic situ- 
ation in debtor nations that would be evaluated on the 
basis of certain indicators. More concretely, its essence is 
that the payment of interest would be automatically 
established while the growth rates of per capita national 
income or the export carnings of the developing coun- 
tries were declining (p 12). However this approach also 
fails to eliminate the very danger that principal and 
aggregate interest will grow. 


Finally, this scenario contains one more contradiction. 
The fact of the matter is that according to economic 
theory the rise of the exchange rates of currency does not 
in itself stimulate the repayment of capital because it 
loses part of its value when it is converted into these 
currencies. Repayment is theoretically possible if the 
interest rate on bank loans ultimately rises in debtor 
nations. However when the latter rises, business activity 
and investment decline. Thus the authors’ premise 
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regarding the expansion of productive accumulation on 
the basis of the return of capital from overseas is not 
substanuated 


But what does the task force propose to reduce the 
principal of the foreign debt of Tnird World countries? 
In its opimon, indebtedness should be converted to 
stocks through deals (“swaps”) to this end on the one 
hand and on the other hand governments and private 
persons in debtor nations should redeem debt obliga- 
tions (engage im “buy-back” transactions) in secondary 
markets (p 13, 14). These recommendations in them- 
selves can hardly lay claim to orginality. Al any rate, the 
marh<; mechanism has as yet been able to open up 
limited opportunities to reduce the debt, which is 
admitted in the report proper (p 13). The new feature is 
that the task force proposes the establishment of a 
special international subdivision to promote “swap” and 
“buy-back” deals. The work distinguishes between two 
variants of its institution. 


According to the first, the role of middleman between 
debtor nations and creditor nations with the function of 
collecting information about possibilities that open up in 
secondary markets and the elaboration of new methods 
of refinancing the foreign debt and its servicing is 
assigned to this institution (p 15). According to the 
second variant. the subdivision itself will acquire at a 
discount payment demands that are made by commer- 
cial banks on the developing countries and will then 
conduct negotiations with debtor nations concerning the 
terms of loan repayment. In the authors’ opinion, it 
would be preferable to create a subdivision with such 
functions under the World Bank. It is demanded tat the 
governments of creditor nations participate in the for- 
mation of the financial resources of the given subdivi- 
sion (p 16, 17). The second variant unquestionably looks 
more attractive. But is it realistic? Will ut be well 
received by governm:.): of creditor nations? It is diffi- 
cult to give a positive answer to this question, consid- 
ering the position taken in the past by the leading 
Western powers on the developing countries’ debt 
problem. 


In summation, we note that while the recommendations 
of the Twentieth Century Fund Task Force are by no 
means radical in their content, they nevertheless repre- 
sent a step forward to a certain degree. It 1s specifically 
this that determines the significance of the thorough job 
performed by the experts. The reviewed book would 
seem to be of interest to the reader for one more reason: 
he will find a vast body of factual material on the origin 
of the foreign debt crisis, its present scale at the national 
level, end the slow evolution of approaches to the 
solution of such an important problem 


Footnotes 
1. The intergovernmenia! organization of capitalist cred- 


itor nations (also known as the Group of Ten) was 
established in Paris in 1961 on the basis of the decision 
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of the IMF Board of Governors for the purpose of 
coordinating credit and financial policy 
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[Review by V. Shishenko of book “Labor Market Flexi- 
bility. A Comparative Anthology.” Ed. by Hedva Sarfati 
and Catherine Kobrine, Aldershot, Gower, 1988, 355 


pages 


[Text] The conditions of management in the developed 
capitalist countries, that are changing under the influ- 
ence of the present stage of scientific-technical progress, 
are making higher and to a considerable degree new 
demands on the work force. The reviewed collection of 
articles edited by H. Sarfats and C. Kobrine, leading 
experts with the International Labor Organization (ILO): 
“Labor Market Flexibility. A Comparative Anthology” 
1s an analytical survey of problems in the formation of 
the modern capitalist labor market. 


The authors view the flexibitity of the aggregate work 
force as an important factor mm the formation of the new 
mechanism of functioning of the labor market. This 
problem 1s analyzed in two directions. The first 1s based 
on the approach to the studied phenomenon from the 
standpoint of securing continuous employment and pre- 
serving his job, occupation, and level of income. The 
second accentuate quantitative and qualitative changes 
in the structure of employment, in the organization of 
labor, and in the search for ways of adapting the worker 
to the labor process. In our view, it 1s specifically the 
second direction that integrates all components of the 
flexible labor market: changes in the structure of wages, 
forms oc“ employment, organization of the labor process, 
measures to regulate the labor market and increase the 
mobility of the work force, changes in the educational 
and training system 


How are these components evolving in the direction of 
making the labor market more adaptable to technolog- 
ical and structural changes in the economy? The 
researchers show the many changes that have taken place 
in the structure of wages by virtue of variations in their 
level, the diversification of forms depending on the 
nature of activity, the skill level of the work force, and 
general enterprise profits. At the same time, as the 
collection notes, the picture varies from country to 
country. Thus in France, a system for the individual pay 
of personnel is gaining wide acceptance, in the FRG, the 
role of non-wage costs 1s rising; in the USA there is a 
more subtle differentiation of remuneration for labor 
(pages 205, 206, 218) 


The development of new forms of employment 1s one of 
the key points in the increased flexibility of the work 
force. The book's thesis that traditional forms of employ- 
ment are insufficient for adapting enterprises to the new 
conditions of management and do not correspond to 
qualitative changes im the labor market appears well 
founded. So-called “atypical forms” of employment (sca- 
sonal, temporary, part-time), illegal work, and “unpaid 
employment” for the unemployed are becoming 
common features in the labor market. Thus in Norway in 
1984, for example, 28 percent of the economically active 
population was partially employed. The analogous share 
in Sweden and the United States at that time was 24 
percent (p 17). In the USA between 1978 and 1985. the 
number of temporarily employed persons rose by 104 
percent, in France between 1982 and 1985—by 40 
percent. Subcontracting, which has become widespread 
in the service sphere, provides employers with a unique 
means of rotating personnel. 


The collection contains interesting factual material 
describing the complex of changes in the organization of 
working time and ways of rationalizing labor as exem- 
plified by a number of developed capitalist countries. A 
prominent place 1s devoted to the problem of work force 
mobility. It 1s noted that the movement here 1s along the 
lines of developing a multi-specialty worker on the basis 
of his rising educational and vocational training level, 
the combination of different specialties and types of 
labor activity, and the improvement of material incen- 
tive systems (p 350). The only unfortunate thing in our 
opinion is the fact that the book's definition of labor 
power mobility lacks sufficiently precise criteria. 


The examination of the positions of trade unions on 
questions connected with raising the flexibility of the 
labor market seems very important. According to data 
cited in the book, most collective contracts call for 
flexible working time schedules and various forms of 
partial employment. Others emphasize the stimulation 
of the vocational mobility of through the mastery of 
several specialties and the “rationalization of labor” (p 
90). 


At the same time, in the opinion of Professor E. Cordova 
(one of the heads of the ILO’s department of labor 
legislation and labor relations), the excessive develop- 
rent of “atypical” forms of employment can result in 
the introduction of negative features into the trade umion 
movement, especially in the conclusion of labor con- 
tracts, can lead to the violation of the principles of 
stability and integrity of production systems, to negative 
changes in attitudes toward labor and in the behavior of 
workers, and in the level of wages (p 21). As the author 
emphasizes, the trade unions must react more actively to 
such phenomena since their influence among the masses 
might otherwise diminish (p 292). 


The reaction of trade unions themselves to the increasing 
flexibility of the work force is noteworthy in this regard. 
Thus in the opinion of M. Hinterscheid, chairman of the 











European Trade Union Confederation, the most impor- 
tant tasks in this area are: the strengthening of the rights 
of trade unions and the protection of social attainments; 
the development of measures corresponding to new 
forms of trade union activity, the strengthening of soli- 
darity with the unemployed; the attraction of new cate- 
gories of working people to trade unions; the organiza- 
tion of centers for the training and advanced training of 
youth (pp 185-192). 


The book also reflects in deiail a number of state 
measures to stimulate the flexibility of the labor market. 
In Belgium, for example, it 1s a whole “program of 
economic rebirth”; in Canada, it is a complex of state 
measures to expand the participation of women in 
production; in France, it 1s a modernization program 
without dismissals; in Sweden, it is a program for the 
support of employment, etc. (pages 227, 235, 255). 


The different assessments in the collection of the impact 
of labor market ficxibility on unemployment are note- 
worthy. On the one hand, it 1s assumed that the devel- 
opment of new forms of employment will promote the 
rapid reduction of the latter (p 70). But at the same time, 
with the spread of “hybrid,” “marginal,” and “periph- 
eral” types of employment, the researchers believe that 
the line of demarcation between the employed and 
unemployed is obliterated (p 24). 


Also timely, in our view, is the book's analysis of 
so-called “unpaid employment” for unemployed—their 
participation on an unpaid basis in the activity of 
philanthropic and church organizations and municipal- 
ities with the aim of preserving their functional produc- 
tion skills. Thus, for example, in 1983 about 3000 
persons were engaged in this type of employment, in 
Great Britain in 1984—63,000 (p 295). 


In summation, we note that the reviewed publication 
reflected only individual aspects of the formation of the 
new, flexible labor market without special analysis of the 
socioeconomic significance of future and already observ- 
able consequences. Nevertheless, on the whole its con- 
tent is of interest because it reflects Western scientists’ 
views of new phenomena in the dynamics of the capi- 
talist labor market. 
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[Text] A regular meeting of the Scientific Council of the 
USSR Academy of Sciences IMEMO heard and dis- 
cussed the report by K. G. Kholodkovskiy, doctor of 
historical sciences; acting sector head, Department of 
Social and Internal Political Problems of the Developed 
Capitalist Countnes: “The Interaction of Leftist Forces 
and the Democratic Alternative.” As the speaker noted, 
in connection with serious changes m the situation in 
bourgeois countries in the last 10-15 years, our tradi- 
tional approaches to problems of interaction of leftist 
forces and the formulation of their platform that are 
reflected in the conception of the struggle for the anti- 
monopolistic coalition no longer meet the needs of time. 
The “80s were a very difficult time for leftist forces (for 
the communist parties in particular). At the same time 
that the neoconservatives succceded im convincing 
society that their socioeconomic approaches were justi- 
fied to a certain degree, the prestige of the leftist complex 
of ideas declined in particular under the influence of the 
crisis situation in a number of sociaiist countries. The 
internal configuration of leftist forces became more 
complex—new flows (“green alternate movements) 
were added. Trade unions became more independent. A 
new line of differentiation—into conservatives and 











“modernizers” —1s now added to the watershed between 
left and night. Such variety in the leftist camp is the result 
of the expanding plurality of mitcrests: there is an 
increase im the significance of intra- and cxtraclass 
differentiation of socety (in partecular, the objective and 
subjective fragmentation of the working class). the ficid 
of the working people's interests beyond matenal, pro- 
duction, and family relations is expanding. 


The platform of the leftist forces under the new condi- 
tions, the speaker emphasized, cannot be Sased entirely 
on the customary approaches, bul must appeal to the 
activism of civilian society, must defend the nghts of the 
individual, while not neglecting problems relating to the 
development of production (where initiative still belongs 
to the neoconservatives). Even though a democratic 
alternative 1s impossible unless the positive aspects of 
the conception and especially the practices of meoconser- 
vativism are taken into account, it 1% wrong to think the 
present neoconservative policy 1s essentially without 
alternatives: on a number of issues, it 1s a palleative that 
entails not always justified social costs, that requires 
democracy im greater depth and breadth, etc. In K. 
Kholodkovskiy’s opinion, not one of the leftest forces 
today is capable of acting as a universal bearer of a 
democratic alternative initiative: there 1s an urgent need 
for their interaction and cooperation (even if contradic- 
tory) in new, flexible forms, without copying the coall- 
tions or “fronts” of the past. Naturally, a will hardly be 
possible to restrict ourselves to the framework of the 
leftist “camp” alone: there musi be contact, dialogue, 
and cooperation on many questions with certain forces 
in the centrist and even conservative parts of the polit- 
ical spectrum. Consequently, the scholar noted, i is 
highly unlikely that the alternative will be “confronta- 
tional,” but will rather be onented toward another, more 
perfect synthesis of interests (including a number of 
attainments of neoconservative practice). Hence the 
probability of even several of its variants gradually 
moving toward compatibility and interpenetration. The 
fate of perestroyka in the socialist world will obviously 
hold great significance for the formation of this alterna- 
tive and the “socializing” principles developed by i 
within twentieth century bourgeois society under the 
influence of the struggle of the working people and the 
competition of the two systems. 


The report was discussed by Professor V. I. Kuznetsov, 
doctor of economic sciences; V. L. Sheynes, doctor of 
economic sciences; S. V. Chugrov, candidate of histor- 
ical scrences, V. A. Skorokhodov, candidate of historical 
scrences, and others. 


The Instiiute was visited by representatives of the Amer- 
ican firm Pree Waterhouse USA—Richard Hammer, 
director of the international tax service, and his deputy, 
Richard Eigenbrod—at the invitation of the Department 
of Economics of Interbranch Complexes of Caputalist 
Countries. This firm, which specializes in economic 
information, is known as one of the largest and most 
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authoritative m ts arca (over 100 offices m the USA and 
a work force of more than 10,000). lt belongs to the 
imternational Ponce W. ‘touse actwork which has os 
home cffice in London and ss represented by partner- 
ships with 30 independent national firms operating on 
the basis of common methodology and cooperation in 99 
countnes of the word. Their busmness ms based on the 
rendering of auditing services (verifying the financial 
records of firms) and on offering consultation on wide- 
ranging cconomec and technical questions: taxation, 
imternal corporate ¢ aaning. principles of entrepre- 
neural activity, the specifics of wndividual branches, 
mergers and absorptions. insurance. customs regulation. 
personnel incentives and motivation, mventory control, 
evaluation and reevaluation of assets. and management 
im government institutions. Chents include private com- 
pamees, government services. nonprofit organizations, 
and private individuals 


The American visitors met and talked with V. A. Mar- 
tynov, corresponding member of the USSR Academy of 
Sciences and director of IMEMO., who told them about 
problems addressed by the Institute's creative collective 
in the perestroyka stage, its present and future, and 
answered a number of questions. Both sides noted the 
importance and necessity of capanding relations, con- 
tacts and business Cooperation between scholars, ccono- 
musts, and practical workers of both countnes and their 
peoples in general, which should promote the strength- 
ening of universal peace and security for the good of 
mankind, the spirit of confidence and mutual under- 
standing. 


A lecture delivered at the institute by R. Hammer and R. 
Eigenbrod evoked the considerable interest of IMEMO 
specialists and a number of other screntific and practical 
organizations in Moscow (in particular the Ministry of 
Finance, Vneshckonombank, the Moscow Finance Insti- 
tute, and others). In the lecture, it was noted that the 
cardinal reform of the mechanism underlying the func- 
tioning of the Soviet economy and the shift in emphasis 
from administrative to economic regulatory methods 
made tax problems cxtraordinarily important and 
exceedingly urgent. Only by drawing on world cxper- 
ence is it possible to construct an effective tax system 
and avoid making mistakes. In the USA today there is 
heightened interest in potential investment in the USSR 
and hence there 1s a demand for detailed information on 
the tax regulatory mechanism as applies to the activity of 
joint ventures in the Soviet Union. The firm is prepared 
to offer its recommendations on improving the existing 
system of taxes especially from the standpoint of 
strengthening the stimulating influence on the invest- 
ment decisions of foreign businessmen. R. Hammer 
emphasized in particular the tax policy dilemma 
common to all countnes: how to maximize treasury 
revenues without stifling cconor ic activity. In general, 
capitalist countries have arrived at certain standards in 
this area that can also be used in the Soviet economy 
which 1s undergoing reform: te optimal enterprise 
profit tax should be at the 30-35 percent level. The profit 
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tax established for jount venturcs m the USSR (30 
percent) combined with the tax on profits transferred 
overseas (20 percent) means of level of 45 percent for 
foreign investors, which ss higher than the level they 
desire. The chowe of the system of taxation is also 
important. In the opimon of the Amerncan specialists, 
which resounded m the lecture, today 1 1% more impor- 
tant to be omented toward direct taxes and a uniform tax 
rate since this simplifies the system of taxation and 
stemulates business activity 


In addition to IMEMO mectings were organized for the 
visitors with important officials of the USSR Council of 
Ministers’ Commussion on Economic Reform, the Min- 
istry of Finance, Gosbank, Vacshckonombank, and the 
Academy of the National Economy. There was also a 
cultural program and the visitors were shown the sights 


of the capital. 


The institute was visited by a group of representatives of 
the principal Swedish antiwar organizations (clerical, 
women's, students’, etc.) headed by B. Khoyer. The 
visitors talked with Professor N. A. Simoniya., doctor of 
historical sciences, deputy director, IMEMO, and other 
lead associates, in the course of which they were bricfed 
on the structure, functions, and research tasks of the 
institute, on research on the strengthening of peace and 
international security, on the development of the new 
thinking—the basis of Soviet foreign policy, on the study 
and forecasting of the socioeconomic situation in the 
country. Also discussed were questions concerning the 
indebtedness of Third World countries and Soviet 
approaches to possible ways of reducing the urgency of 
the problem, the situation in Cambodia (especially in the 
context of Soviet-Chinese relations), the economic situ- 
ation in Nicaragua and other Latin American countries. 
The delegation’s members were also interested in urgent 
problems of perestroyka—radical economic reform, 
democratization, the expansion of glasnost—and in this 
connection, the economics of disarmament and conver- 
sion, in particular, the formulation of the national plan 
for conversion in the Soviet Union. Also discussed were 
the prospects for the development of atomic energy in 
both countries, avenues of using alternate energy 
sources, the state of ecology in the USSR, and especially 
the improved monitoring of the quality of water in 
coastal zones. The visitors inquired about the possibility 
of Soviet participation in the International Monetary 
Fund and other international financial institutions, and 
the prospect of bilateral and multilateral cooperation 
between representatives of the scientific and creative 


community of our countries, participants, and activists 
m autrwar and other democrats movements 
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